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PREFACE 

In the early part of the nineteenth century, socialism was pro- 
moted in England in the writings of several men who, roused by 
the evils of the Industrial Revolution, determined to champion the 
cause of social reform. Basing their teachings on the foundations 
of Ricardo, these men have been called the Ricardian socialists. 
It was in reference to their work that R. H. Tawney wrote in 
1919, “. . . no adequate exposition of their writings has appeared 
in English.” In these words is found the raison d’étre of this 
study. John Gray, rightly included among the Ricardian socialists, 
is admittedly not one of the greatest economic writers of his day, 
yet a careful reading of his works reveals that his contribution to 
economic thought is by no means negligible. The writer has ex- 
amined his doctrines with the purpose of ascertaining his relation 
to the whole nineteenth-century social movement, and of evaluating 
his position in the history of economic thought. 

The method followed was to study Gray’s works and the writ- 
ings of his contemporaries against the social and economic back- 
ground of the nineteenth century. In doing this it was necessary 
to examine several of the main tenets of the classical school in 
order to see how Gray differed from that school in his critical 
and constructive ideas. The matter has accordingly fallen into 
two main sections: a presentation of Gray’s attitude towards the 
classical school, and an exposition of his plan of reform. It is in 
this latter section that John Gray’s positive contribution appears, a 
contribution not to be measured in terms of practical achievement, 
but of very real value as a formulation and clarification of ideals 
of social reform. In a third section, Gray’s position in the history 
of economic doctrines is discussed. 


1 Introduction to Max Beer’s A History of British Socialism (London: 
George Allen and Unwin, Ltd., 1940; first published in 1919), pp. x—xi. 
Mr. Tawney prefaced this remark by these words: “ Except in Prof. Fox- 
well’s introduction to Anton Menger’s book The Right to the Whole Produce 
of Labour, no adequate...” (But Professor Foxwell’s treatment of Gray 
is brief, as the very nature of such an introduction would necessitate. ) 
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CHAPTER I 
INTRODUCTION 
THE SETTING 


While text-books are wont to make a sharp cleavage between 
the medieval and modern periods, their writers, even more than 
their readers, are fully aware that the past persists into the present, 
and the present has its beginnings in the past in a fashion that 
defies any efforts at rigid demarcation. So it was in the troublous 
nineteenth century: its social institutions had a long lineage from 
the past; so too did the criticism of those institutions, which in that 
century found so vociferous an expression. 

A new era had indeed begun with the disintegration of the 
feudal system, but the transition was not rapid and only gradually 
did the last vestiges of the medieval economy disappear. Many 
historical events combined to achieve the final result. The Com- 
mercial Revolution, the Enclosure Acts, the growth of national 
powers, the Protestant Reformation, were significant forces in the 
development of the modern era. With these movements, more- 
over, came new philosophies which taught men how to explain and 
understand the changes which were taking place. By the middle 
of the eighteenth century the foundations. of the new society were 
firmly laid. Then it was that another force, the Industrial Revolu- 
tion, began to exert a decisive influence—so decisive, in fact, that 
it gave the era a new name: the Machine Age. And as industriali- 
zation increased, so its counterpart, capitalism, developed. Com- 
merce and finance, formerly mere aspects of society, now became 
its very props. Thus the whole structure of modern economic 
life, with its factories, markets, and intricate credit mechanisms, 
rapidly took shape. This growth, continuing through the late 
eighteenth and into the nineteenth century, engendered a multitude 


1John L. and Barbara Hammond, The Rise of Modern Industry (New 
Nork: Harcourt, Brace and Co., 1926), p. 23. 
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of social problems which were to cause the many conflicts of the 
latter century. England, as the first country to develop the new 
system of industry, was also the first to cope with its problems. 

It was difficult for England to work out satisfactory solutions to 
these problems, since she was hampered by political and economic 
factors. On the political side was the form of government, 
oligarchical in practice if not in name. Democratic institutions 
had been developing, it is true, but eighteenth-century England was 
hardly a government by the people or for the people. Parliament, 
far from representing the masses, voiced the opinion of a powerful 
minority. On the economic side was the system of distribution— 
also in the nature of an oligarchy. In two centuries economic 
power and wealth had become concentrated within the hands of a 
small class; there was a sharp division between rich and poor. 

Since this was the politico-economic setting of the Industrial 
Revolution, it was inevitable that the Revolution should have 
unfortunate social effects. Rapidly growing Industrialism, with 
its capital-labor alignments, was bound to make an acute class 
cleavage in a milieu so well prepared for demarcations. With 
power unequally distributed, it was only natural that labor strug- 
gles, so characteristic of modern times, should have begun at the 
outset of the Industrial Revolution. Capital, possessing economic 
and political power, would be dominant in such a situation; labor, 
lacking such power, would be subservient. The Industrial Revolu- 
tion, writes Robert Murray, “was destined to raise the question 
of economic oppression.” ? And, as the tempo of social change 
increased, that oppression increased, since men with nothing but 
their labor to sell in a competitive market were forced to submit 
to such terms of employment as were imposed on them. The 
facts * of the Industrial Revolution are too well known to warrant 


2 Robert H. Murray, Studies in the English Social and Political Thinkers 
of the Nineteenth Century (Cambridge: W. Heffer and Sons, Ltd., 1929), 
I, p. 433. 

3 Factories Inquiry Commission Report. First report of the Central Board 
of His Majesty’s Commissioners appointed to collect information in the 
manufacturing districts as to the employment of children in factories, and as 
to the propriety and means of curtailing the hours of their labor, with 
minutes of evidence and reports by the district commissioners. Ordered by 
the House of Commons to be printed. London: 1833. 
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detailed repetition here. Long hours, low wages, child labor, and 
oppressive working conditions were all part of the misery which 
the English factory worker knew intimately. He was dependent, 
and it was impossible for him at that early stage to change the 
course of events. Further economic difficulties were caused by 
the Napoleonic Wars. The Continental System and the retaliatory 
Orders-in-Council were particularly costly weapons to use at any 
time, and both France and England suffered. England found her 
cotton supply from America cut off, her markets lost, her trade 
crippled. Prices rose, industrial employment grew irregular, and 
trading conditions betame unsettled. In the post-war years, 
currency depreciation, cash-payment suspension, and credit 
fluctuations added financial difficulties to the general economic 
distress, which culminated in the crises of 1816 and 1819. The 
Napoleonic War had indeed “. . . added a new and terrible ele- 
ment of disorder to the uncertainty and caprice of demand which 
marked the introduction of ‘ great industry’ with its world-wide 
markets.” * Historians differ in estimating how much the wars 
were responsible for augmenting the evils of the Industrial Revolu- 
tion, but this much is certain: they had an adverse effect on the 
welfare of the British industrial population.® 

It was against this background, then, that various social reform 
movements were initiated. A broad view of the era is somewhat 
confusing to the onlooker because of the complex forces at work. 
“ Every social phenomenon,” writes MaclIver, “ emerges out of the 
meeting of ‘ interest-determined ’ wills, out of their collisions, and 
above all out of their harmonies.” ® In the nineteenth century the 
“interest-determined wills” of agrarian, manufacturing, and 
laboring classes were meeting, but not harmoniously, and the 
emerging social phenomena were various and divergent. Out of 
all these collisions came the Corn Law Repeal, the Factory Acts, 
Chartism, Trade Unionism, and Socialism. Each of these reform 


4 John L. Hammond and Barbara Hammond, The Skilled Labourer 1760- 
1832 (London: Longmans, Green and Co., 1919), p. 8. 

5 Arthur Redford, The Economic History of England 1760-1860 (New 
York: Longmans, Green and Co., 1931), p. 83. 

6 From Robert MaclIver, Community (London: Macmillan and Co., Lim- 
ited, 1936), p. 116. Copyright 1924 by The Macmillan Company and used 
with their permission. 
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movements is a separate chapter of economic and social history. 
England seemed to suffer from too many, rather than from too 
few, reform movements. One writer has summarized the matter 
well in describing nineteenth-century England as a “ discontented 
giant, conscious generally of vast injustice, but utterly unable to 
decide on a remedy.” * 

Of all these movements, the most comprehensive was socialism, 
since it aimed not merely at the correction of a particular abuse, 
but at reorganization of the whole social order. It must be con- 
ceded that, whatever their defects, the socialists, like many other 
students of society, thought in terms of man’s needs and hopes. 
They wished then to examine the very roots of the social order 
in an effort to discover why it failed to function harmoniously. 
William Godwin has been called the father of English socialism, 
since his Political Justice had an important influence on the devel- 
opment of the new school of socialist thought.* Robert Owen is 
generally considered the most notable member of this school; yet 
a group of writers known as the Ricardian socialists did far more 
than Owen. He was a practical man of affairs, accomplishing and 
seeing results; they were thinkers, concerning themselves more 
with causes and effects. These Ricardians, Charles Hall, William 
Thompson, John Gray, Thomas Hodgskin, and John Bray, are, in 
England, the men who actually laid down the fundamental ideas 
of modern socialism. They wrote penetrating criticisms of the 
unjust economic system which had witnessed Peterloo and the 
Luddite riots. They were, as Professor Foxwell characterizes 
them, “. . . original, independent, trenchant, and radical.” He 
concludes: “. . . this little school of writers stands apart clearly 
distinguishable from the various groups of contemporary social 
reformers, as well as from that English socialism whose form was 
determined by foreign influences.” ® 

To understand these writers one must see them in relation to the 


7 Brougham Villiers, The Socialist Movement in England So eccuaee Ts 
Fisher Unwin, 1908), p. 49. 

8 Murray, op. cit., I, p. 120. 

® Anton Menger, The Right to the Whole Produce of Labour, Introduction 
and Bibliography by H. S. Foxwell (London: Macmillan and Co., Limited, 
1899), p. xxvii. Used by permission of The Macmillan Company. 
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time at which they lived—a period of mechanical invention and 
capitalistic expansion. The revolutionary change in the material 
means of production was to have as its counterpart the revolu- 
tionary change in habitual modes of thought. These early English 
socialists helped to effect the latter change. 


THE MAN 

John ,Gray, reckoned among the original group of English 
socialists, was born in England in 1799. In his youth he was 
apparently a typical boy, going to school at Repton in Derbyshire 
and wasting little time on his studies. He tells us simply that he 
was more interested in fishing and games, and that at the end of 
five years he had read scarcely a half-dozen English books.?° 
When he was fourteen, his school days ended abruptly, and he was 
plunged into the realities of the business world. Beginning work 
in a large wholesale house in Cheapside, he started to learn, by 
experience, the big city’s many problems. His previous scholastic 
years did not supply him with answers to the questions which now 
arose. But that fact did not disturb him, since he preferred to do 
his own thinking rather than rely on others’ explanations." There 
was, moreover, abundant material for thought in London itself 
with its factories, its crowded houses, and its poverty. And 
within a year Gray was to see the city in the throes of a depres- 
sion. Little wonder, then, that he was deeply impressed by the 
conditions he witnessed, and that he sought an explanation for 
the cause of this misery. ‘Some enormous error,” he wrote, 
“exists in this moving mass of flesh and blood,” and he was 
resolved to discover it. Soon he felt that he could trace it to its 
source: “. . . the commercial proceedings of mankind were at 
variance with the whole system of nature.” ** Confronted by this 
problem, seeking a solution, Gray turned to the study of the 
“theory of buying and selling.” His Lecture on Human Happi- 
mess (1825), the immediate result of that study, embodies his 
main ideas on the subject of economics at that stage of his thought. 


10 John Gray, The Social System: A Treatise on the Principle of Exchange 
(Edinburgh: William Tait, 1831), p. 338. : 

11 Ibid., p. 339. 

12 [bid. 
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The Lecture, more than anything else that Gray wrote, expressed 
his feelings during his first years in London. It breathes the 
spirit of his sympathy for the laborer, of his opposition to the 
unjust system of distribution, of his fiery enthusiasm for reform. 
In this tract, Gray, with greater ardor and power than in his other 
books, rebels against the existing economic order. 

Within a brief span of six years, his tone had become consider- 
ably subdued. The Social System (1831), although more method- 
ical, lacks the spirit of his earlier work. Gray was conscious of 
this change. Physical exertion, mental anxiety, and affliction, he 
wrote, had “. . . done something towards abating the enthusiasm 
of a mind naturally confident and sanguine.” ** His central line 
of thought, however, remains unchanged, and there is the renewed 
determination to remedy the commercial evils of society. By this 
time Gray had read the works of Adam Smith, James Mill, 
Thomas Malthus, and John McCulloch. With such mentors it 
may be surprising that his opinions should have been at variance 
with the main tenets of the classical school. But they were, since 
Gray’s bias was definitely socialistic. He had become interested 
in Owen’s system of cooperation, and although he subscribed to 
some of Owen’s ideas, he never fully agreed with the latter’s 
teaching.’* 
~ In the Lecture on Human Happiness, Gray first expressed his 
socialism in a sharp criticism of the competitive system and in 
the support of a labor theory of value. In the Social System, the 
main principles of socialism were embodied in a reform plan. 
Both of these books represent Gray’s conviction that only by the 
remedy which he advocated could the evils of the economic system 
be removed. i 

It is curious to note that John Gray’s early socialist theories 
were developing while he was succeeding in an economic world 
founded on the very principles which he so stoutly opposed. In 
1826 he and his brother James established the firm of J. and J. 
Gray,'® which appears to have been a very successful venture. 


18 [bid., p. x. 

14 [bid., pp. 340-341. ; 

15 Professor Alexander Gray of Edinburgh obtained this information from 
the April, 1883, number of The Scotsman. There, in the obituary column,: 
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By 1842 Gray’s position was so well established that he could 
afford to offer liberal rewards to anyone who could refute his 
monetary reforms. He also distributed gratis twelve hundred 
copies of his Lectures on the Nature and Use of Money (1848), 
no small matter in view of publishing costs.*¢ 

This success in business may well account for Gray’s change of 
heart on the question of socialism. By 1842 he had shifted his 
reform program to a monetary basis.*7 From then on he stressed 
those arguments and scarcely reverted to his former ideas. In 
his last book he denied having had any connection with socialism, 
claiming that he could not be considered a socialist in any sense 
of the word.'® 

In spite of the change in his point of view during those twenty- 
five years, Gray’s purpose remained the same. He had begun by 
asserting his desire to better society, and, consistently motivated 
by that desire, he continued to propose his plans in the same 
forthright and earnest manner. At an earlier date, he had written 
that the common faults of inexperienced writers were ‘‘ boldness 
of assertion, full confidence in their own opinions, and disregard 


the notice of John Gray states that he was the “ late managing partner of the 
firm of J. and J. Gray, North British Advertiser, Edinburgh.” Professor 
Gray thereupon wrote to the Gray firm; a letter from Mr. D. M. Mathieson 
of that same firm gives this further information: “4th September, 1946. 
The firm of J. and J. Gray was established in 1826 by two brothers, John 
and James Gray. John for a long period lived in Bonaly Tower on the 
Pentlands, and thereafter he went to Upper Norwood where he died. The 
two brothers founded the ‘ North British Advertiser’ which was a most 
successful weekly publication for over sixty years, but it gradually dwindled 
with the popularity of the press as we know it today. ... The firm of J. 
and J. Gray passed into the present proprietorship in 1904.” (Letter from 
Professor Alexander Gray, September 5, 1946.) 

John Gray also refers to the North British Advertiser in his autobio- 
graphical sketch. The Social System, p. 369. 

16 John Gray, Lectures. on the Nature and Use of Money (Edinburgh: 
Adam and Charles Black, 1848), pp. 309-344. These pages list the names of 
those who received copies. 

17 John Gray, An Efficient Remedy for the Distress of Nations (Edin- 
burgh: Adam and Charles Black, 1842), passim. 

18 John Gray, Lectures on the Nature and Use of Money, op. cit., pp. 
281-283. 
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of those of other men.” ?® These, he admitted, were his faults, 
and so they were. They became more deeply rooted as the years 
passed. Gray’s confidence changed into stubborn dogmatism, 
enhanced by a sense of his own infallibility. He said, for instance, 
that on the subject of money he acknowledged “. . . no superior, 
either in the establishment of the Times or out of it.” ®° There is, 
too, in Gray’s later publications a hint of the satisfaction of the 
self-made man. In the sanguine fashion of Henry C. Carey, he 
proceeds along the path of his economic speculations. In many 
cases this amounted to rushing in where angels feared to tread, 
but Gray was undaunted. Happily for him, his courage and 
appreciation of his own abilities stayed with him to the end, so 
far as that end is known. 

One wonders, indeed, how John Gray spent the last thirty years- 
of his life. After such a controversial career, it is difficult to 
account for the sudden cessation of his economic labors. The 
cares of business perhaps occupied his time. We know little 
about these years except that, judging from appearances, they were 
opulent: two exclusive residences, which John Gray occupied 
from 1854 until his death in 1883, testify that his last days were 
those of “ wealthy rest.” #1 He was probably also busy with his 
family, and could not devote long hours to writing. Or perhaps 
he realized that he could not alter the course of human events, and 
that it would be well for him to terminate his career as an author 
and a reformer. It is rather hard to imagine Gray in so humble a 
frame of mind. It seems more in accord with Gray’s optimism” 


19 John Gray, The Social System, op. cit., p. x. 

20 John Gray, “ The Currency Question” (Edinburgh: Adam and Charles } 
Black, 1847), p. 19. 

21 Mr. D. M. Mathieson, writing to Professor Gray on September 25, 1946, 
enclosed several extracts from documents appertaining to the firm of J. and 
J. Gray. On October 21, 1854, John Gray purchased Bonally [sic] Tower 
and grounds. In 1866, John Gray sold this estate of 26 acres to Mr. William 
Thomas Thomson. A document of 1866 states that Gray was then residing 
at Norwood near London. (Letter from Professor Gray to the writer; 
September 29, 1946.) “Bonaly Tower,” Professor Gray had written 
previously, “. . . is a decidedly lordly and imposing building—a little bit 
pretentious in its appearance; and Upper Norwood in the ’Eighties was the 
home of people who thoyght they were no small beer.” (Letter from 
Professor Gray, September 5, 1946.) 
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to conclude that it was his own success which extinguished his 
early socialistic ardors. He published no more books after 1848; 
his voice was no longer raised to criticize a world sadly in need 
of reform. Because of his silence it has been assumed that he 
died in 1850. But a monument in St. Cuthbert’s Churchyard, 
Edinburgh, commemorates 1883 as the date of his death.22, The 
best comment on this thirty years’ discrepancy has been given by 
Professor Gray, who has written: 


Despite his criticisms of the world as a madhouse, Gray 
was obviously ndt lacking in worldly wisdom. To live in 
the luxury of Bonaly Tower and to die in the sanctity 
(in 1883) of Faldonside, Upper Norwood, is usually the 
mark of the children of this world rather than of the 
children of light. Perhaps in one sense it may still be 
true to say that he died in “ ? 1850.” ?8 


THE ROOTS OF GRAY’S IDEAS 


John Gray’s ideas were not wholly original, since in common 
with the rest of mankind he owed his intellectual debt to the past. 
Some of his precursors were communists; others were utilitarians. 
None of them, strictly speaking, were socialists, for English social- 
ism originated only with Gray and his contemporaries. Com- 
munism and socialism, although distinct doctrines, are nevertheless 
allied inasmuch as both represent a reaction to oppressive social 
conditions. Z, 

By definition, communism, as Max Beer notes, means an over- 
all control of economic life. In Beer’s words: 


It is distinguished in a technical sense from socialism, 


22 The inscription reads: “ Sacred to Caroline Mordaunt, the affectionate 
and beloved wife of John Gray, projector of the North British Adver- 
tiser ... also to the memory of the said John Gray who died at Upper 
Norwood, London, on the 26th April 1883, aged 84.” (Scottish Record 
Society Part LX XXII, ed. Sir James Balfour Paul [Edinburgh: J. Skinner 
and Company, Ltd., 1919], p. 44.) Professor Gray was kind enough to visit 
St. Cuthbert’s to check on this. It was he who called the writer’s attention 
to the fact that the monument merely commemorated John Gray’s death, 
and that he was not buried at St. Cuthbert’s, but in Upper Norwood. 

28 Alexander Gray: tentative copy of a Biographical Note on John Gray 
given in a letter to the writer, September 14, 1946. 
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which means the social ownership of productive goods, 
in that it generally includes ownership of some or all 
forms of consumers’ goods as well. 


Communism is, then, of wider connotation than socialism. The 
former includes community control of the whole of economic and 
social life, whereas the latter limits itself to the regulation of 
production. Beer holds that another difference between socialism 
and communism lies in the fact that the former term has been 
used to describe constitutional action for the reform of the eco- 
nomic system, whereas the latter has been associated with more 
revolutionary tactics.?® 

To a simple society, community ownership seemed desirable 
and feasible. But when social processes became more complex, 
community ownership was difficult to achieve practically. It was 
then that men saw the possibility of combining a modified form of 
private property with public control of production. The elabora- 
tion of this idea in the early nineteenth century resulted in various 
forms of socialism. 

Gray’s communist predecessors form a line stretching back to 
the ancient world. It hardly seems necessary, however, to start 
with Plato, since English communistic thought has its immediate 
source in St. Thomas More. His Utopia,?* generally looked upon 


24 Max Beer, “ Communism,” From Encyclopaedia of the Soctal Sciences, 
ed. E. R. A. Seligman (New York: The Macmillan Co., 1934), IV, p. 81. 
Copyright 1931 by The Macmillan Company and used with their permission. 

25 Ibid. 

26 Thomas More, Utopia and the Dialogue of Comfort, ed. Ernest Rhys 
(Everyman ed.; New York: E. P. Dutton and Co., Inc., 1935). 

There is a considerable and growing number of thinkers who look upon the 
Utopia as a satire in which the weakness of communism, as a remedy to 
social ills, is subtly portrayed. In any case, More presents a social group 
who are putting communistic theories into practice—but in Utopia (No- 
Land). Christopher Hollis has written: ““How far are we entitled to 
believe that Hythloday’s opinions on communism were More’s own opinions? 
Obviously of this, as of all the opinions put into Hythloday’s mouth, we are 
not entitled to say that this was More’s absolute and fixed opinion. Clearly 
he threw out his paradoxes in this form in order to make people think and 
without being willing to take responsibility for them.” (Christopher Hollis, 
Thomas More [Milwaukee: The Bruce Publishing Co., 1934] p. 71.) 

Mr. Hollis seems to feel that although More saw a certain plausibility in 
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as the first thoroughly communistic proposal in English literature, 
represented an ideal of social justice which was a reproach to the 
system then prevalent. Certainly Thomas More wished to make 
men conscious of the discrepancy between “ what was” and “ what 
ought to have been” in sixteenth-century England. He therefore 
described a communist state of simplicity and happiness in sharp 
contrast to the social and political conditions then existing. The 
Utopia was a penetrating criticism of enclosuses, of economic 
inequality, and of class distinction; it startled men by its revolu- 
tionary implication that communism would remove those evils. 
The next century, the seventeenth, saw a further development 
of communistic ideas in the programs of the Levellers, and the 
True Levellers or Diggers. These parties, formed during the 
Civil War, drew their support from the common soldiers in 
Cromwell’s army. John Lilburne led the Levellers in the agitation 
for democratic government.?”. Gerrard Winstanley burned with 
religious fervor and a holy enthusiasm for the restoration of 
justice. The earth, he claimed, was a common treasure which had 
been taken from the people. It was theirs if they would but 
reclaim it.22 Pamphlets and exhortations announced the coming 
of a new era. It did not arrive, however, and the movement soon 
died out. . 
With the failure of the Digger movement the ideas of agrarian 
communism subsided, and only in the next century were they 
revived in the writings of Paine, Ogilvie, and Spence.”® All three 
authors were influenced by the doctrine of natural rights. To 


Utopian cemmunism, he never fully accepted it, but chose rather to support 
a capitalistic economy. (Hollis, op. cit., pp. 71-74.) 

Algernon Cecil, also, has written: “In allowing Hythloday to recommend 
to them [Christian Men] a fuller and fiercer measure of communism than 
they had yet had, he was then plainly bent rather upon social satire than 
social salvation.” (Algernon Cecil, 4 Portrait of Thomas More, Scholar, 
Statesman, Saint [New York: G. P. Putnam’s Sons, 1937], p. 134.) 

27 Max Beer, A History of British Socialism (One vol. ed.; London: 
George Allen and Unwin, Ltd., 1940), I, pp. 59-60. 

28 Gerrard Winstanley, The Works of Gerrard Winstanley, ed. Geo. 
H. Sabine (New York: Cornell University Press, 1941), pp. 63-64. 

29 The Pioneers of Land Reform: Thomas Spence, William Ogilvie, 
Thomas Paine (Bohn’s Popular Library ed.; London: G. Bell and Son, 
Ltd., 1920.) 
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them, the most obvious of these was the right to subsist on the 
land of one’s birth. Accordingly they deduced the proposition that 
land was the common possession of mankind. They then pro- 
ceeded to show the injustice of ownership in the private-property 
system.°° They proposed plans for reform, but none of them were 
adopted, and the institution of private property remained un- 
touched. 

Social reform.from St. Thomas More to Thomas Spence was 
thus phrased largely in terms of agrarian communism. With the 
coming of industrialism it changed its character and became uni- 
versally socialistic. In the transition from communism to socialism, 
Godwin and Bentham figured importantly, since their writings 
provided the intellectual stimulus in the struggle against inequality 
and privilege. 

Godwin’s ideas gave a new direction to the course of social 
development in England. It was his Enquiry Concerning Political 
Justice, first published in 1793, which disturbed conservative 
thinkers by its radical proposals. Godwin opened his book with a 
proclamation of the perfectibility of man, and in proving this 
thesis he had many hard things to say about government, which 
he opposed, as by its very nature it limited man’s freedom. Gov- 
ernment was a restricting force which checked man’s progress 
toward perfection. Political government should therefore be 
annihilated.* But this peaceful anarchist was not content with the 
removal of only one institution; property was also included in 
his sweeping plans. The unequal distribution of property dis- 
turbed Godwin, for he felt that it was unjust for some to possess 
superfluities while others were in want. The solution of the 
question of property was in his eyes the essential problem of any 
community, because its absence or superabundance prevented man 
from attaining freedom, virtue, and happiness. “ It is unjust,” he 
wrote, “if one man labour to the destruction of his health or his 
life, that another man may abound in luxury.” *? These views, 


80 Max Beer, A History of British Socialism, op. cit. I, pp. 106-113. 

81 William Godwin, An Enquiry Concerning Political Justice and Its 
Influence on General Virtue and Happiness (London: G. G. J. and J. Robin- 
son, 1793), II, p. 579. 

82 Jbid., II, p. 791. 
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however, did not lead Godwin to pure communism. That he re- 
jected, though he did favor a system of equal property which 
would be in fact, a “true levelling system.” ** No longer would 
there be great distances between rich and poor. When this system 
was established each individual would possess all that he needed 
for his welfare; personal happiness would increase while evil 
propensities would decrease. Equalization of property would not 
destroy private property entirely; it would still remain. But 
distribution would be more in harmony with the demands of 
justice. The new system would be simply the means whereby the 
perfectibility of man would be realized. Mankind could then look 
forward to indefinite improvement of mind and body and to in- 
creased happiness. For when the need for subsistence and shelter 
had been satisfied, true felicity would consist in the expansion of 
intellectual powers through the knowledge of truth." 

Inspired by this ideal, Godwin attempted to encourage men to 
approach the blissful state of human perfection. His doctrines of 
equality and perfectibility might lead to extravagant conclusions 
and pure idealism, but they had a practical significance as well. 
Political justice and happiness were linked with equal distribution 
of wealth, and men began to ask why they should permit such 
gross inequality to exist in the economic world. It was Godwin 
who inspired such alarming questions, and it was his ideas which 
created the intellectual environment of socialism. 

At the same time Bentham’s ideas were also exerting a powerful 
influence. Bentham, like Godwin, sowed seeds of discord but in 
a different way. His maxim, ‘The greatest happiness of the 
greatest number,” was to influence the development of two great 
“isms,” individualism and socialism. Individualism flowed from 
the maxim’s premises, because a man could argue that he was 
justified in seeking his best interests at whatever cost to others, 
if his search brought him happiness. The policy of laissez-faire 
was the convenient expression of this logic, and complacent factory 


88 Ibid:, II, p. 806. 

% Ibid., p. 833. 
. Jeremy Bentham, An Introduction to the Principles of Morals and 
Legislation (Oxford: Clarendon Press, 1876), first published in 1789. 
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owners were glad to have such an excuse for their disregard of 
inhuman conditions in industry. 

But curiously enough, Bentham’s principles supplied arguments 
for a doctrine diametrically opposed to individualism: socialism. 
Men began to think about the calculus of pleasure and pain. It 
was clear, they agreed, that society should provide for the greatest 
happiness of the greatest number. But what if it did not do so? 
Should they tolerate social conditions which seemed to provide 
pleasure for the few at the expense of misery for the many? 
Happiness figured prominently in their syllogisms, and the felicific 
formula was thus converted into an effective argument for 
socialism.*® Bentham’s doctrine was indeed all things to all men. 

These ideas of perfectibility and utility, then, supplied the 
philosophical framework for socialism. Godwin and Bentham thus 
made their contribution to the movement together with com- 
munistic writers from the times of St. Thomas More. Their 
influence, coming as it did in the early days of the Industrial 
Revolution, was especially significant ; from then on, social reform 
in England was definitely socialistic. 


36 Max Beer, A History of British Socialism, op. cit., 1, pp. 104-105. 
See also C. R. Fay, Life and Labour in the Nineteenth Century (Cambridge 
University Press, 1920), p. 46. Professor Fay also points out that Bent- 
ham’s doctrine is related to another “ism”; Marginalism. Its connection 
with marginal utility and consumers’ surplus of satisfactions is its most 
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PART I: THE CRITICAL IDEAS OF JOHN GRAY 


{ 


CHAPTER II 


THE CLASSICAL THEORY OF VALUE 


Since John Gray derives his economic ideas from the works of 
Adam Smith, James Mill, and John McCulloch, it will be necessary 
to examine certain theories of the classical school in order to 
understand Gray’s position more clearly. The first of these 
theories is the concept of value. On this subject there is no 
absolute unanimity among classical writers; all saw some relation 
between labor and value, but they differed on specific points 
involved in the question. Because of these divergent views, it 
seems well to consider each writer separately. 


ADAM SMITH 


In The Wealth of Nations two theories of value are elaborated: 
one is the philosophical, the other the empirical interpretation of 
value. The former, considering the utility possessed by a com- 
modity, explains value in terms of cost in labor; labor-cost is thus 
the essence of value. The latter, noting the market price of a 
commodity in the economic world, holds that exchange value is 
equal to the sum of the wages of labor, the profits of stock, and 
the rent of land; briefly, cost of production is the essence of 
value.t. Smith embraced both views. 

Although the philosophical account of value was fittingly 
heralded on the first page of The Wealth of Nations by the famous 
sentence: “ The annual labour of every nation is the fund which 
originally supplies it with all the necessaries and conveniences of 
life which it annually consumes,” ?-the actual discussion of this 


1 Albert C. Whitaker, History and Criticism of the Labor Theory of 
Value in English Political Economy (New York: The Columbia University 
Press, 1904), pp. 12-14. Whitaker follows Von Wieser in this classification. 

2 Adam Smith, An Inquiry into the Nature and Cause of the Wealth of 
Nations (London: Printed for J. Maynard, 1811), I, p. 1. This edition will 
be used throughout. 
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point does not begin until Chapter V. In this chapter (“ Of the 
Real and Nomina] Price of Commodities, or Their Price in Labour 
and Their Price in Money.”), labor is considered both the measure 
and the determinant of value, but Smith limits his treatment of 
its latter aspect to a brief passage: 


The real price of every thing, what every thing really 
costs to the man who wants to acquire it, is the toil and 
trouble of acquiring it. What every thing is really worth 
to the man who has acquired it, and who wants to dispose 
of it or exchange it for something else, is the toil and 
trouble which it can save to himself, and which it can 
impose upon other people.® 


And again: 


Labour was the first price, the original purchase- 
money that was paid for all things.* 


This discussion of labor as a determinant of value is phrased 
largely in terms of dis-utility cost. To amplify the point might 
have proved fruitful, but Smith preferred to concentrate on labor 
as a measure of value. 

When commodities are exchanged, there must be some principle 
upon which those exchanges are based. Smith believed that labor 
was this measure, for he writes: 


the value of any commodity .. . to the person who 
possesses it, and who means not to use or consume it 
himself, but to exchange it for other commodities, is equal 
to the quantity of labour which it enables him to pur- 
chase or command. Labour, therefore, is the real 
measure of the exchangeable value of all commodities.* 


He’‘realizes, however, the difficulty of ascertaining the propor- 
tion between different quantities of labor; the time element, the 
degree of hardship, and the degrees of skill involved are. factors 
which must be considered in estimating the labor value of a 
commodity.® 


8 Ibid., p. 39. 

4 Ibid. 

5 Ibid. 

8 Ibid., pp. 40-41. 
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Moreover, in a money economy, it is easier to estimate the 
value of a commodity in terms of the medium of exchange than in 
terms of labor-quantity.’. Money seems to be a better measure of 
exchange value. But this concession to money only served, in 
reality, to strengthen Smith’s case for labor. Money (dependent 
on the “fertility or barrenness of mines”) is a variable and 
consequently inaccurate measure of exchange. The value of labor, 
on the other hand, does not fluctuate, because: 


Equal quantities of labour, at all times and places, may 
be said to be of equal value to the labourer. . . . The 
price which he pays under ordinary circumstances must 
always be the same, whatever may be the quantity of 
goods which he receives in return for it.® 


This last statement, although questionable, is at least clear. But 


now follows a less clear conclusion. The price of labor, writes 
Smith, 


may sometimes purchase a greater and sometimes a 
smaller quantity [of goods]; but it is their value which 
varies,snot that of the labour which purchases them. At 
all times and places, that is dear which it is difficult, to 
come at, or which it costs much labour to acquire; and 
that cheap which is to be had easily, or with very little 
labour. Labour alone, therefore, never varying in its 
own value is alone the ultimate and real standard by 
which the value of all commodities can at all times and 
places be estimated. It is their real price; money price 
is their nominal price only.® 


The final sentence, distinguishing real wages and money wages, 
is comprehensible. But Smith’s idea in the rest of the passage is 
certainly obscure. By using the word ‘‘ value” in several senses 
he rendered his meaning vague. He had, however, succeeded in 
repeating that labor was the real measure of value. * 

In Chapter VI (“Of the Component Parts of the Price of 
Commodities.””), Smith posits a cost-of-production theory of 


7 Ibid., p. 42. 
8 Ibid., p. 43. 
Ibid. =~ 
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value. In a primitive (pre-capitalist) state of society, labor would 
be both the determinant and the measure of value because produc- 
tion would be due to the efforts of the laborer alone. He could 
then, in perfect justice, lay claim to the whole product of his 
labor.'° If he wished to exchange this product for another com- 
modity, the exchange would be based on the quantity of labor 
embodied in the commodities.‘ But once a capitalist society has 
been established this state of simple exchange ceases to exist. 
Capital now is contributing its share to production; the final value 
of the product represents this additional contribution, and the 
price must, in turn, include a remuneration to capital, which is now 
a distinct factor of production. Moreover, once the land-of a ~ 
country has been appropriated, a third remuneration must be 
made to the landlord.’? In this state of society, the whole product 
of labor no longer belongs to the laborer. Value has become 
something complex; price must include three component parts. 
But Smith had no sooner stated his cost-of-production theory than 
he began to have misgivings. “ The real value of all the different 
component parts of price,” he writes, “. .. is measured by the 
quantity of labour which they can, each of them, purchase or 
command.” #8 Profits and rent are simply labor in another form; 
their ultimate value is in terms of labor-command. 

But this is not the final word on value; there is another issue to 
be discussed, and Smith takes it up in Chapter VII (“Of the 
Natural and Market Price of Commodities.”). Natural price is 
the price which covers the cost of rent, interest, and wages.™ 
But a commodity does not always sell according to this price, be- 
cause of the conditions which it meets in a market. There, by 
reason of the forces of supply and demand, a market price will 
be established which may stand either above or below the natural 


10 [bid., p. 64. 

11 [bid., p. 63. 

12 Tbid., p. 66. “As soon as the land of any country has all become 
private property, the landlords, like all other men, love to reap where they 
never sowed, and demand a rent even for its natural produce.” 

13 Tbid., p. 67. 

14 Ibid., pp. 73-74. 
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price.© Thus the labor value of a commodity is affected by these 
conditions which it cannot control. 

In summary: Smith seems to hold that commodities are valuable 
because of the quantity of labor which they embody. Since labor 
is a measure of value, in a barter economy products would be 
exchanged in proportion to the amount of labor-cost which they 
represent. In a capitalist society, the costs of labor, capital, and 
rent added together constitute value. This cost-of-production 
price, however, is subject to the influence of supply and demand 
factors. 

Smith’s theory of value seems rather complex. That the great 
economist failed to clarify his discussion in important respects is 
evident, and one need not possess great economic acumen to per- 
ceive that his treatment of value is hardly the most lucid of the 
chapters in the Wealth of Nations.'® Perhaps the greatest con- 
fusion is due to a lack of consistency. A careful reading of 
Chapters V, VI, and VII leaves one with the impression that 
Smith thought of labor both as a cause and an effect of value. 
In some instances, labor determines the price of production; in 
other cases, the price seems to be determined by the money estimate 
of the value in given quantities of labor. The amount of goods 
which labor can command will depend more or less on the state of 
the price level. When labor is dependent on price fluctuations it 
ceases to be a constant factor in value determination. It is then a 
variable; and so the reasoning continues. In view of these 
obscurities, Smith’s theory could be interpreted in several ways. 


It is easy to see, then, how it could provide grist for the socialists’ 
mills. 


Davin Ricarpo 1” 
Ricardo opens his Principles of Political Economy and Taxation 


18 Ibid., p. 74. 

36 For an excellent criticism, see A. C. Whitaker, of. cit., pp. 32-40. 

17 John Gray makes no direct reference to Ricardo, but it is impossible to 
omit him in any discussion of the labor theory of value. One suspects that 
Gray found the Principles a little too involved, and that he preferred to read 


Ricardo's Principles in the simpler form as presented by James Mill and 
John McCulloch. 
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with the celebrated chapter on value. Utility, he begins, is essential 
to exchangeable value, but utility is not its measure. Commodities 
possessing utility derive their value from two sources: “. . . from 
their scarcity, and from the quantity of labour required to obtain 
them.” '® If goods are extremely rare, they will possess a value 
independent of the quantity of labor needed to produce them. 
But since rare articles are in a restricted group he dismisses their 
particular problem at once. The general mass of commodities 
produced by human industry really concerns Ricardo. The ex- 
changeable value of these commodities, in the early stages of 
society, “. . . depends almost exclusively on the comparative 
quantity of labour expended on each.” ?® In other words, the 
ratio by which they are interchangeable is regulated by the amount 
of labor realized in them. 

So far the explanation of value is comparatively simple, but 
Ricardo begins to add several refinements. Labor is the founda- 
tion of value, it is true, but it comprises different degrees of 
skill.2° Determining the exchange ratio between different qualities 
of labor is difficult; still Ricardo feels that an adjustment will be 
made easily. In his words: 


The estimation in which different qualities of labour 
are held, comes soon to be adjusted in the market with 
sufficient precision for all practical purposes and depends 
much on the comparative skill of the labourer, and in- 
tensity of the labour performed.” 


Within a short time, specific skills will have been assigned a 
definite place in the scale of relative values and exchange will then 
be a simple matter. Making such estimation is more easily said 
than done, but this solution satisfies Ricardo. 

A second refinement of the labor theory is made when Ricardo 
turns next to the treatment of capital goods. Labor may be 
applied directly to raw materials, or it may be employed in making 


18 David Ricardo, The Works of David Ricardo, ed. J. R. McCulloch 
(London: John Murray, 1846), Principles of Political Economy and Taxa- 
tion (3rd ed.), p. 9. 

19 Tbid., p. 10. 

20 [bid., p. 15. 

21 Ibid. 
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machinery which is to be used in further production. In the 
first case, labor is current; in the second, it is stored-up. In a 
capitalist economy, value is determined by the combination of both 
current and stored-up labor. Ricardo in this section comes close 
to a cost-of-production theory of value. After several examples 
have illustrated his point, he describes in detail the various kinds 
of labor required for the production of stockings. There is the 
labor of cultivating the cotton, of conveying it to the ships, of 
building the ships, of making machinery and buildings, of retailing 
the product, and he concludes: 


the exchangeable value of stockings . . . depends on 
the total quantity of labour necessary to manufacture 
them and bring them to market. . . . The aggregate sum 
of these various kinds of labour, determines the quantity 
of other things for which these stockings will exchange, _ 
while the same consideration of the various quantities of 
labour which have been bestowed on those other things, 


will equally govern the portion of them which will be 
given for the stockings.?? 


In such a case, capital and labor have combined to produce the 
given article. Capital, as past labor, receives profits (interest) as 
its reward ; present labor receives wages. 

Ricardo has now established to his satisfaction the principle that 
the relative value of commodities is regulated by the amount of 
labor, past or current, embodied in their production. But past 
labor, i.e., capital, may be fixed or circulating. Next he shows 
how this principle is modified by the employment of varying 
proportions of fixed and circulating capital in an enterprise. 

Two trades may employ the same amount of capital, but there 
may be significant differences in the capital structures. The 
proportion of fixed to circulating capital may differ. The fixed 
and circulating capitals, although equal in amount, may be of 
different durability. Again, two commodities may require the 


22 Ibid, p. 17. 


*8 Ibid., p. 21. After introducing the terms “ fixed and circulating capital,” 
Ricardo adds this note: “A division not essential, and in which the line of 
demarcation cannot be accurately drawn.” p. 21. 
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same amount of labor, but one may be brought to market sooner 
than the other.” 

Assuming these various differences, a rise in the value of wages 
will affect these enterprises differently. The explanation of this 
point is involved, but eventually Ricardo reaches this conclusion: 


It appears, too, that in proportion to the durability of 
capital employed in any kind of production, the relative 
prices of those commodities on which such durable capital 
is employed, will vary inversely as wages; they will fall 
as wages rise, and rise as wages fall; and, on the contrary, 
those which are produced chiefly by labour with less 
fixed capital, or with fixed capital of a less durable 
character than the medium in which price is estimated, 
will rise as wages rise, and fall as wages fall.?5 


Given different capital structures it would seem that a rise or fall 
in the general rate of wages occasions a variation in the exchange- 
able ratios of products. In brief, the value of a commodity in 
terms of its labor cost may be more or less than its market or 
exchange price. The employment of fixed capital does indeed 
“ considerably ” modify the labor principle of value. 

This discrepancy in price is again discussed in the following 
chapters: “On Natural and Market Price” (Chapter IV), and 
“On the Effect of Demand and Supply” (Chapter XXX). 
Ricardo recognized that market conditions influenced price, and 
that the natural price of a commodity (its value in terms of wages 
and interest) was affected by the abundance or paucity of supply. 
Natural price, because of market conditions, could be lowered or 
raised. Ricardo, following Smith,- designates the new price as 
market price, acknowledging the temporary effects which condi- 
tions of supply and demand have on price. But, oddly enough, 
he decides to “leave them entirely out of our consideration.” ?* 
It was unfortunate that Ricardo, having exposed this difficulty, 
should have failed to grapple with it. He had shown that equal 
quantities of labor exchange in equal ratios. In given circum- 
stances, however, these proportions are subject to variation. This 

24 Ibid., p. 24. 

35 [bid., p. 28. 

26 Ibid., p. 49. 
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discrepancy between the natural price and the market price was to 
assume more significance when Ricardo came to the discussion of 
wages. 

If value, as in Ricardo’s explanation, is compounded of the 
price of wages and interest, it is necessary to discover the factors 
which determine both of these prices. This leads to a discussion 
of wages. The natural price of labor, Ricardo states, is the price 
“. . . which is necessary to enable the labourers, one with another, 
to subsist and to perpetuate their race, without increase or diminu- 
tion.” 2”. Wages, then, depend on the price of the quantity of food 
which the laborer and his family require for subsistence. If food 
is cheap, the natural price of labor will be cheap.2® But the market 
price of a commodity which a man produces may be greater than 
the price of his subsistence. Capital, however, will never pay more 
than the subsistence price for the labor it employs. Thus in some 
cases the capitalist and the laborer will exchange commodities of 
unequal value. It is possible also for the laborer to create a 
value greater than the return which he receives as wages. This 
was the conclusion which followed from Ricardo’s reasoning, 
which, together with the analysis of fixed and circulating capital; 
gave subsequent economic theory its “ wrong twist.” 

His theory of value was indeed complex, modified as it was by 
these refinements. Ricardo had attempted to show that value 
depended on the sum of capital and wage labor expended in pro- 
ducing a commodity. But by treating capital as stored-up labor, 
he left the impression that labor was the sole foundation of value, 
and that it was not always justly repaid. Later writers, concen- 
trating on this section of the Principles of Political Economy and 
Taxation, reached conclusions far beyond anything Ricardo 
envisioned. His book, originally intended to be an explanation and 
defense of the capitalist system, was destined to be used as a 
powerful weapon in the hands of the system’s most formidable 
opponents. As Professor Foxwell has remarked: 


by a singular irony of fate, it happened that Ricagdo, 
by this imperfect presentation of economic doctrine, did 


27 Ibid., p. 50. 
28 Ibid. 
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more than any intentionally socialist writer to sap the 
foundations of that form of society which he was trying 
to explain, and which he believed to be the typical and 
natural, if not, indeed, the ideal social state.?® 


Ricardo’s theory of value, set forth as the classical theory par 
excellence, actually became the socialist theory as well. 


JAMEs MILL AND JoHN McCULLocH 


James Mill and John McCulloch, two of Ricardo’s most devoted 
friends and admirers, were also his enthusiastic disciples. They 
studied the teaching of their master, discussed major issues with 
him, and ended by embracing most of his doctrines. This devotion 
to Ricardo is evident in their own books on political economy,*° 
for their works contain little that is original. Although they are 
simply re-statements of the Principles of Political Economy and 
Taxation, this must be said to their credit: because they were clear 
and simple expositions of Ricardo, they succeeded in popularizing 
his ideas. Since John Gray made frequent references to Mill 
and McCulloch,*! it seems well for the purposes of this present 
chapter to summarize their discussion of value. 

Mill and McCulloch prepared the way for their treatment of 
value by considering, first, the factors of production and the laws 
of distribution. McCulloch makes his account even more com- 
plete by including utility. Utility and value both spring from 
labor.22, Raw materials found in nature are incapable of satisfying 
needs until labor has transformed them. On this point McCulloch, 
ordinarily not given to extravagant expression, becomes enthusi- 
astic: 


29 Foxwell, op. cit., pp. xli-xlii. 

80 James Mill, Elements of Political Economy, (second ed.; London: 
Baldwin, Cradock, and Joy, 1824). All references will be to this edition. 

John McCulloch, Outlines of Political Economy (New York: Wilder and 
Campbell, 1825). All references will be to this book. 

31In Chapter XI of The Social System, Gray discusses several of Mc- 
Culloch’s views, and in @onclusion he states that although he does not agree 
with the latter on many points, he is nonetheless indebted to him for many 
of his ideas, p. 299. 

32 McCulloch, of. cit., pp. 50-52. 
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It is to labour, therefore, and to labour only, that man 
owes every thing possessed of exchangeable value. 
Labour is the talisman that has raised him from the con- 
dition of the savage—that has changed the desert and the 
forest into cultivated fields—that has covered the earth 
with cities and the ocean with ships—that has given us 


plenty, comfort, and elegance, instead of want, misery, 
and barbarism.** 


Thus did McCulloch sing labor’s praises. 

Like others he pointed out that in the early stages of society, 
when production was the result of only one factor, labor, the 
exchange value of products was measured by the quantity of labor 
needed to produce them. In this state the whole product belonged 
to the laborer.** But in later stages a second factor, capital, is 
employed jointly with labor. The capitalist who owns the machin- 
ery and instruments of production thus controls one of the factors. 
But he may purchase the labor factor also, by paying wages to his 
workers before the product reaches the market. When he does 
this, he is the legitimate owner of both factors of production and 
is thereby entitled to the whole produce.*® 

The wage received by labor is labor’s distributive share in the 
product.** Capital’s share is profit, that is, the amount remaining 
after the payments of wages and rent have been deducted.” The’ 


33 Tbid., pp. 55-56. 

54 Ibid., pp. 105-106, and James Mill, of. cit., p. 40. 

85 James Mill, op. cit., p. 22. 

36 James Mill, op. cit., p. 41; McCulloch, op. cit, p. 107. 

87 James Mill, op. cit., pp. 70 ff; McCulloch, of. cif., see pp. 131-132, for a 
"discussion of capital. 
_ It is interesting to note how Mill and McCulloch avoided a difficult issue 
an the discussion of rent. Both of them recognized only two factors of 
production ; labor and capital. But when they came to the subject of rent 
they were confronted by the problem of explaining the share which land 
Teceived. The landlords, according to their analysis, contributed nothing to 
ir ‘oduction, and yet they claimed a share of the produce. Smith had said 
hat “they loved to reap where they never sowed”; further criticism on this 
a was largely precluded by Ricardo’s theory ai rent. Rent was a dif- 
erential payment arising from the “ peculiar defect of the earth.” (James 
il I, op. cit., p. 81.) It was something independent of either capital or labor, 
id it did not enter into price. (James Mill, op. cit., pp. 81-82. McCulloch, 
Re 
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size of the shares going to the two factors of production is deter- 
mined by the proportion of the number of workers to the amount 
of capital accumulation. 

One question only remains for McCulloch’s consideration: what 
determines exchange value in an advanced state of society? The 
answer for him is apparently simple: value is ultimately deter- 
mined by cost of production, that is, by the sum of the wage cost 
and the capital cost.** But in explaining cost of production, 
McCulloch, as well as Mill, completes the circle, returning to his 
original statement that labor is the sole foundation of value. 
Mill’s demonstration, the more concise of the two, is accomplished 
by the manipulation of several syllogisms. After stating that the 
true regulator of value is cost of production, he writes: 


Two instruments are commonly combined in produc- 
tion; Labour and Capital. It follows, either that cost of 
production consists in labour and capital combined, or 
that one of these may be resolved into the other. If one 
of them can be resolved into the other, it follows that 
cost of production does not consist in both combined.” 


And so he begins. Labor, perhaps, may be resolved into capital, 
leaving capital the sole determinant of value. But this clearly 
cannot be done.*® He then tries to resolve capital into labor, and, 
mirabile dictu,.accomplishes the feat successfully. 

The first capital ever produced was the result of labor: “ Pro- 
duction of necessity begins with the hands, and nothing else, of 
the labourer. . , . The first portion of capital, therefore, was the 
result of pure labour without the co-operation of capital.” *? Since 
this capital was the result of labor alone, its value, or the quantity 
of other commodities for which it exchanged, must have been 
estimated by labor.‘? When this capital was employed in further 
production, it contributed to the value of new products. The 


op. cit., p. 129.) Thus the computation of its share could be made quite apart 
from the consideration of its positive contribution to the productive process. 
38 James Mill, op. cit., p. 89. McCulloch, op. cét., p. 115. 
39 James Mill, of. ctt., p. 89. 
40 [bid., pp. 90-92. 
41 [bid., p. 18. 
42 Ibid., p. 92. 
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production process is thus set in motion, but no matter how ex- 
tenuated it may become, all value is traced to that of the first 
capital : 


To say that the value of the product is determined by 
the value of the capital, but the value of the capital is 
determined by the quantity of labour, is to say that the 
value of the product is determined by the quantity of 
labour.** 


This reasoning applies not only to the first, but to all the subse- 
quent stages of production ; hence Mill concludes: “ It thus appears 
by the clearest evidence that quantity of labour in the last resort, 
determines the proportion in which commodities exchange for one 
another.” “4 

It was Mill’s demonstration which made Ricardo’s labor theory 
seem less far-reaching. Ricardo’s explanation had lacked clarity, 
but in the hands of his propounders (who omitted several of his 
refinements), one unmistakable idea stood out in all its pristine 
vigor : labor is the source of all value. 

The labor theory of value has since had a long history but 
when John Gray took it up, it had only four principal expositors: 
Adam Smith, David Ricardo, James Mill, and John McCulloch. 
“These economists gave Gray his first lessons in that difficult topic, 
and to them he owed his own conception of the theory. 


43 Tbid., p. 93. 
44 James Mill, of? cit., p. 94. See also McCulloch, op. ctt., pp. 129-130. 


CHAPTER III 


Joun Gray’s CONCEPTION OF VALUE AND DISTRIBUTION 


John Gray explained value in simple terms; he was not con- 
cerned with long academic discussions of theory. Distribution 
was his main interest, and so he concentrated on that topic, leaving 
the intricacies of value theory to other economists. Consequently, 
his view on this subject can be summarized briefly. 

“Every necessary, convenience, and comfort of life,” Gray 
writes, echoing Smith, “is obtained by human labour.” Nothing 
in this world has any value until labor is applied to it. Labor is 
“the only source of wealth,” and the “ original source of all the 
means of enjoyment.” ? It follows, then, that it is also the measure 
of exchange value. In a civilized state of society nobody produces 
all the articles required for his use. He produces only one com- 
modity, and then supplies his other wants by exchanging his labor 
“for portions of the labour of other men.”* Later, Gray de- 
scribes this process as the exchange of an “equal quantity of 
labour,” * thereby contending that labor is the standard by which 
exchange value is estimated. 

Gray adds only one qualification to this theory, namely, the 
distinction between the productive and unproductive-members of 
society. The former are those engaged in agriculture or manu- 
facture,> for a producer is one who “by the labour of his own 
hands assists in the production of some consumable product.” 
Anyone who did not employ his hands in production was, ipso 


1 John Gray, A Lecture on Human Happiness (London: Sherwood, Jones, 
and Co., 1825), p. 15. 

2 John Gray, The Social System, op. cit., p. 40. 

8 Ibid., p. 19. 

4 Ibid., p. 242. 
- 5John Gray, A Lecture on Human Happiness, op. cit., p.15. In classifying 
labor as productive and unproductive, Gray followed Smith. But he knew ~ 
of the diversity of opinion on that subject. (The Social System, pp. 236-245.) 

6 John Gray, The Social System, op. cit., p. 242. 
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facto, an unproductive member of the social body, and a direct 
tax upon the productive classes.” Gray’s value theory is important 
as forming the basis of his criticism of distribution. 

In showing the defects of the system of distribution, Gray makes 
good use of the statistics in Colquhoun’s Wealth and Resources of 
the British Empire.* These statistics, although Colquhoun does 
not realize it, show clearly that the productive members of society 
receive a very small part of the wealth which they produce. 

Gray was quick to perceive the significance of that fact. Using 
Colquhoun’s figures for 1812, Gray presents a chart giving a 
“General View of Society.”® In this chart he outlines different 
types of occupations, the number of persons engaged in each, and 
the amount of income accruing to each group. He then begins the 
following analysis of these data. 

The whole income of the country for 1812, amounting to 
£426,230,372, came from the labor of the productive classes of the 
fifty-one occupational groups listed. These groups Gray placed in 
three major classifications: Laboring people employed in agricul- 
ture, Mines and Minerals; Aquatic workers in the Merchants’ 
service, Fisheries, etc.; Artisans, handicrafts, Mechanics; and 
Laborers employed in Manufacture, Buildings and works of every 
kind.2°. When the total income is divided by the number of pro- 


7 John Gray, A Lecture on Human Happiness, op cit., p. 15. 
§ Patrick Colquhoun, 4 Treatise on the Wealth, Power, and Resources, of 
the British Empire, . .. (London: Printed for Joseph Mawman, 1814). 
. Colquhoun, in making this comprehensive survey of incomes received in 
1812, had noted the distinction between the productive and unproductive 
classes, but his conclusions were most unlike Gray’s. He felt that even 
though the unproductive classes did not create wealth, they were nevertheless 
“indispensably necessary in civil society.” (Wealth and Resources, p. 104.) 
Moreover, they “tend to promote, invigorate, and render more productive 
e labour of the creating class{’ (Jbid., p. 109.) Colquhoun, it seems, had 
ssed his statistics to uphold the position of the aristocracy, and he must 
ve been mildly surprised to have seen the use which Gray made of them. 
he statistics were, of course, mere approximations. Even Colquhoun, 
la few well-worded caveats, informs his reader of that fact in his preface 
, Vi-vii). Gray realized their limitations as he indicates in his first refer- 
to Colquhoun’s work. (Lecture, p. 15.) Suffice it to say that Colquhoun 
attempting to estimate the national income in 1812! 
John Gray, A Lecture on Human Happiness, op. cit., pp. 16-19. 
John Gray, A Lecture on Human Happiness, op. cit., pp. 17-19. By 
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ductive workers (ie., £426,230,372 + 7,897,531), it will be found 
that each worker, on the average, earned yearly the sum of £54. 
But what did each laborer actually receive?—Only £11, exclaims 
Gray, “being but a small trifle more than ONE-FIFTH PART 
OF THE PRODUCE OF THEIR OWN LABOUR!” In 
his eyes this is patently unjust, for it is clear that these productive 
members of society are being deprived of what is theirs by right. 
Moreover, their loss-is the gain of the unproductive members; 
some of the latter give no equivalent for what they consume.” 

Roused by the injustice which he sees in society, Gray indicts 
the rich who are living at the expense of the poor. It is the rich 
man who pays nothing, but receives everything; while the poor 
man pays everything, yet receives nothing.1® Gray asks whether 
this state of society, whose “ foundation stone is INJUSTICE,” ** 
should remain. But he is careful to point out that hostility should 
be directed at the system, and not at the men who operate it. He 
thus avoids the issue of class struggle, and he shows that he has 
no desire to engender feelings of hatred.*5 He does, however, 
desire to see this system replaced by one more equitable. The 
payments of rent and interest to the unproductive classes, for 
instance, must be eliminated. 


1831, Gray had enlarged this list to include four more groups. The Social 
System, op. cit., pp. 160-165. 

11 John Gray, A Lecture on Human Happiness, op. cit., p. 20. (Capitals 
are his.) 

12 Ibid., p. 15. Gray made a distinction between useful amd useless un- 
productive members; the former, physicians, etc., pay for what they consume 
by service. s 

13 bid., p. 31. 

14 [bid, 

15 Gray endeavored to keep his invectives against the unproductive classes 
from arousing class feelings, and it was rather difficult for him to achieve 
this result in the Lecture, since its tone was fiery and ardent. In The Social 
System, this difficulty had resolved itself, for Gray’s treatment of the un- 
productive classes had mellowed considerably. He reproduced Colquhoun’s 
“Map of Civil Society,” but he did not draw the conclusion that the pro- 
ductive workers were deprived of four-fifths of their produce. He also 
omits many of his scathing comments, and in some instances even modifies 
his position completely. The “eminent merchants,” although still unpro- 
ductive, were nevertheless, to be the select members of the Chamber of 
Commerce. (The Social System, op. ctt., p. 174.) 


because the opinions which Gray expressed in the Lecture differ 
from those which appear in The Social System. In both books 
he argues against the unearned increment, but it is important to 
note that he employs two different arguments. 

Gray’s original objection to rent and interést follows from his 
labor theory of value. It is evident, he insists, “ that labour is the 
sole foundation of property, and that, in fact, all property is noth- 
ing more than accumulated labour.” ?* All men must, therefore, 
labor for what they possess as their property. But what of those 
who consume the labor of others? Have they any right to act 
thus? Gray answers by an emphatic negative, and then begins 
the discussion of rent. 

The earth belongs to all men, he claims, and all have an equal 
right to dwell on it. Hence it is impossible for any man to be 
the proprietor of an inch of land, because he did not create the 
land, nor did the Creator give or sell it to him.’” But this sweeping 
statement is qualified by a distinction of “ immense importance,” 
and it is indeed a saving clause. “ Right to the use and possession 
of land consists in having property upon it.” ** Thus Gray saves 
himself from the rather embarrassing conclusion to his original 
statement, that no man has the right to own anything. His 
declaration that the earth belongs to all men should logically have 


been followed by the advocation of communal ownership, but as 
Dr. Lowenthal remarks: 


7 


this would have been a position at variance, from the 
point of view of justice, with the labor theory of value; 
for . . . it is impossible to reconcile communal possession 
with the right of each to claim his own product. Gray 
therefore let the right of all to inherit the earth hang 
loose, and conceded the right of a man to entitle himself 
to the possession of land by its cultivation.’® 


46 John Gray, A Lecture on Human Happiness, op. cit., p. 34. 

17 Tbid., p. 35. By 1842, Gray had abandoned this idea. Labor was still 
e foundation of property, but those who possess property “ have either 
aduced it, succeeded to it, or obtained it by fair purchase, or by gift.” 

Efficient Remedy for the Distress of Nations, op. cit., p. 127.) 

John Gray, A Lecture on Human Happiness, op. cit., p. 35. 

ther Lowenthal, The Ricardian Socialists (New York: Columbia 
lversity, Longmans, Green and Co., 1911), pp. 51-52. 
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The subjects of ,rent and interest are difficult to treat here, 
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In the final analysis, the use of land means use for production; 
only the product is valuable. But the product belongs to the 
laborer. Now the landlord contributes nothing to production. 
Where, then, Gray asks indignantly, 


is the justice of his claim to a portion of it, since labour 
is the exclusive foundation of property, and since it was 
produced, exclusively, by the labour of other men? .. . 
there is NO JUSTICE WHATEVER IN his possessing 
himself of it. It was exclusively produced by the labour 
as others, and it is EXCLUSIVELY THEIR PROP- 
Rasye20 


There is absolutely no title to rent; it is clearly an unearned 
increment. Gray’s meaning is unmistakable: rent should be 
abolished, custom notwithstanding. 

In The Social System, this view is modified. Although labor 
is still the source of wealth, Gray now recognizes the function of 
land and capital in the productive process. Land is entitled to 
some remuneration, and as long as there is a system of private 
ownership there is bound to be rent; “. . . if the landlords did not 
take rent, the tenants would,” #1 he remarks philosophically. But 
in the future when land would become part of the national capital, 
the payments of rent would be greatly reduced. This would be a 
more just system. Under present conditions “variations in the 
quality of land are the instruments of power—the act of Circum- 
stantial Parliament—by which the people are now taxed to a most 
enormous amount.” 2? But with land nationalized, rent would 
cease to be a specific payment, for then the whole product would 
be divided by the whole cost of production. _ The cost of cultivating 
inferior land would thus be equally divided among the whole 


Compare Gray’s reasoning in this section with John Locke’s words: 
“God who hath given the World to Men in common . . . Whatsoever then 
he [man] removes out of the State that Nature hath provided, and left it in, 
he hath mixed his Labour with it, and joined to it some thing that is his 
own, and thereby makes it his Property.” (John Locke, Two Treatises of 
Government {London: Printed for Awnsham Churchill, 1690], pp. 244-246.) 
McCulloch had quoted Locke in his discussion of labor value. 

20 John Gray, A Lecture on Human Happiness, op ctt., p. 36. 
21 John Gray, The Social System, op. cit., pp. 296-297. 
22 Ibid., p. 297. 
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population, and the price of corn would be greatly reduced. If 
the government owned the land, taxes imposed by circumstances 
would be replaced by those levied by an all-benevolent govern- 
ment, and Gray says with undaunted optimism, “ A complaint 
against the amount of the government taxes will never again be 
uttered by the tongue of man.” ?3 But with characteristic non- 
chalance, he fails to explain just why this blissful state should 
follow the nationalization of land. However, he counsels that the 
conversion of land into national property should be accomplished 
without violence, and no unconstitutional or dishonorable acts 
should be resorted to in effecting this change.?# 

By treating rent as a differential payment, the classical school 
had tried to show that it was something over and above cost of 
production, and that it did not enter into price. Believing that 
rent was a factor in price, Gray vigorously opposed this latter 
view. He could not understand why it should be paid to the 
landlord. His argument in the preceding passage is based on his 
recognition of the fact that rent is, to be sure, a differential pay- 
ment, and one that is not wholly due to the labor exerted in culti- 
vating the land. Because rent is due to circumstances, rather than 
to the eontribution either of the laborer or the landlord, it should 
be paid to the nation. The existence of rent is thus the main 
reason for the nationalization of land. Commenting on Gray’s 
position on the question of rent, Dr. Lowenthal writes: 


It is a distinct advance in the economic aspect of (§ 
socialism to base the plea for the national ownership of 
land, not on the abstract right of all to the earth, but on 
the recognition of the existence of a product not directly 
attributable to the labour of agriculturists.”¢ 


Gray would have gone a step further, though not in the direction 
_ of socialism, if he had continued to insist that rent entered into 
Price. “Rent is high because corn is high,” said Ricardo; “ Corn 
is high because rent is high,” said John Gray. And if he had 


3 Ibid. 

iw Ibid., p. 298. 

_ *5 Ibid., p. 296. 

j ** Lowenthal, op. cit., p. 53. 
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followed that statement to its logical outcome, he would have 
concluded that rent is the price paid for the use of one of the 
factors of production. The landlord, as the owner of that factor, 
is entitled to the payment; had Gray reasoned thus, he would have 
contributed to the development of the classical analysis of rent. 

From this survey, it seems apparent that Gray’s opinion on the 
subject of rent had passed through several stages; his view of 
interest had a similar evolution. In the Lecture, interest is con- 
sidered an unjust exaction. It is simply a “ mode of obtaining 
labour without giving any equivalent for it.”?7_ Even though 
some might claim that interest has its foundation in contract, there 
is still no justification for it, since all just contracts must have 
their foundation in equal quantities of labor. The productive 
laborer obtains nothing for the portion of his labor which is 
taken from him by money-lenders.”* By virtue of the labor 
theory of value, Gray concludes that interest too should be 
abolished. 

But in The Social System, he showed that he had somewhat 
compromised his earlier position. He had become reconciled to 
the idea of interest ; he stated that the price of commodities would 
cover the cost of materials and labor, and in addition to these two 
outlays would provide 


a percentage or profit, as shall be sufficient to ensure 

a gradual and sufficiently rapid increase of capital, as 

also to pay all the expenses of rent, interest of capital 
. and all national charges.” 


The retail price of goods would thus inclyde an interest charge. 

Later, in An Efficient Remedy for the Distress of Nations, Gray 
suggested the establishment of a public fund through which 
individuals could invest and receive interest. The incentive of 
this interest would prevent them from investing in private or 
joint-stock speculation companies.*° 


27 John Gray, A Lecture On Human Happiness, op. cit., p. 37. 

28 Ibid., p. 39. 

29 John Gray, The Soctal System, op. ctt., pp. 33-34. 

30 John Gray, An Efficient Remedy for the Distress of Nations, op. cit., pp. 
94-95, 
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Finally, in his last book, Lectures on the Nature and Use of 
Money, Gray seemed to feel that interest for the use of capital is 
perfectly justified: it would be “at all times a fair, reasonable, 
and proper exaction.” ** But interest for the use of money could 
not be honestly charged by any National or Standard Bank.*? 
Such interest was in his opinion usurious and consequently sete 
not be paid. 

If these references show anything, they indicate that Gray had 
not clarified his views on interest. Whenever he was forced to 
consider the subject, he generally touched on it briefly, then 
hurried away as though he were loath to discuss it fully. He 
failed to make any clear or complete declaration of his position 
with regard to interest. This failure may have been due to his 
inability to explain the calculation of interest scientifically ; there- 

‘fore, he preferred to leave the whole question in a nebulous state. 

His treatment of wages is similarly incomplete. In the Lecture 
it is present merely by implication; but in The Social System Gray 
discussed the question in his chapter on distribution. Wages were 
to be unvarying in the new system, and once they had been fixed 
by the joint decision of the government and the Chamber of 
Commerce, they would never be altered.** Because of the relation 
of the price of labor to the system as a whole, it would be impossi- 
ble for any employer to “ beat down ” wages.** 

In a later chapter, Gray returned to this subject to decry the 
evils of a competitive labor market. A man who has to sell his 
labor in competition with other men is not free to reject wages 
which do not satisfy him; he is forced to accept whatever Cemploy- 
ers offer. Gray criticized also the “ natural rate of wages,” which 
is the lowest price paid for labor. ‘In opposition to this,” he 
writes, “I hold the natural rate of wages to be the whole that is 

_ produced by labour.” ** 
The crowning point in Gray’ s conception of wages, and of the 
tight of labor to the whole product, was reached when Gray 


_ *1 John Gray, Lectures on the Nature and Use of Money, op. cit., p. 255. 
° 82 Ibid., p. 254. 

8 John Gray, The Social System, op. cit., p. 99. 

 *4 Tbid., p. 103. 

85 Ibid., p. 249. 
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worked out his theory of money. He believed that the standard 
note should be based on labor, and he actually devised a system of 
labor notes. The laborer would then be paid in money which 
would give him an equitable command of goods.** 

From the preceding discussion it will be evident that Gray’s 
conception of distribution followed from his labor theory of value. 
He believed at first that productive laborers alone created the 
total wealth of the country, and yet they received only one-fifth of 
the produce which they created. The other four-fifths was un- 
justly taken by the landlords and capitalists. Rent and interest 
should be abolished. 

Yet Gray did not hold to that opinion consistently. No sooner 
had he indicted the landlord and the capitalists for giving no 
equivalent for the goods they consumed, then he proceeded to 
modify his view. At times, he conceded that rent and interest 
were “necessary evils.” They assumed a more respectable 
position, and even seemed to possess a few good qualities: they 
gave men the incentive to save; they were necessary for produc- 
tion. There were various kinds of interest: interest for the use 
of capital was just; interest for the use of money was unjust. 
Almost the only conclusion which one can draw from the variety 
of opinions that Gray has expressed on this subject is that he 
himself never had the courage to choose one of the opinions he 
had voiced and hold to it consistently. 

But to the end he remained convinced that labor was the true 
source of value. In order to support that view he had to eliminate 
the function of land and capital in production and this was hard 
to do when both were obviously necessary factors in the production 
of commodities, Gray must have realized the dilemma which rent 
and interest caused, and this perhaps is the only explanation of his 
confused and contradictory views on the subject of distribution. 
He was prepared to sacrifice anything to the labor theory of 
value, and rent and interest suffered in the process. 


86 Gray’s plan for labor money will be fully discussed in Chapter VIT. 


CHAPTER IV t 


Tue NEED FoR REFORM 


Most men at some moment in their lives become conscious of 
social injustice. Seeing poverty or misery for the first time, they 
are inspired to help their fellow men and to do something to 
remove the evils of society. It is natural to have such feelings 
on first perceiving the needs of humanity. But it is also natural 
to become so accustomed to social injustice that its presence ceases 
to cause any reaction. “ Conditioning ” is the modern word which 
describes this process of getting used to things, and its effects 
are part of daily experience. 

The apathy of early nineteenth-century England can probably 
be explained in terms of conditioning. Men saw the prevailing 
social evils, were impressed no doubt, but apparently began to 
take them for granted. John Gray, however, was not among this 
number. He looked upon the society of his day, found it wanting, 
and criticized in particular its system of distribution. His positive 
plan for social betterment, like that of most reformers, had its 
foundation in the social philosophy of its author. Gray’s philos- 
ophy of society and happiness, therefore, is the key to an under- 
standing of his projected renewal of the social order. 

Unlike Rousseau, Gray does not doubt that society is the natural 
condition of mankind, because man has an innate desire to asso- 
ciate with others. Since it is impossible for him to supply all of 
his wants alone, he must depend on the cooperation of his fellow 
men. Mutual needs, then, form the basis of social living. But 
society produces overwhelming evils, and therein lies a problem. 
It is certain that “‘ God has created man for wretchedness; or, that 
man has yet to learn the principles, on which societies must be 
founded to render him happy.”? But the first proposition is 
clearly false; man has been created for happiness. Gray then 
develops that point. 


1 John Gray, A Lecture on Human Happiness, op. cit., p. 5. 
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Human nature alone, he writes, has been endowed with sensi- 
bility which makes it capable of receiving both agreeable and 
disagreeable impressions. This sensibility is the medium of hap- 
piness and misery, and the degree of happiness is limited by the 
strength and number of ‘agreeable impressions which one’s capacity 
permits? Each individual must learn to maximize the number of 
agreeable impressions and to minimize the number of disagreeable 
impressions which he receives. This is at once the secret of 
happiness, and the problem of social living. But there is still 
another point to note. If men would remember, he continues, that 


that only is right, which in its ultimate consequences 
is productive of good; and that only wrong, which is 
productive of evil; and that good and evil are only dis- 
tinguishable by the former promoting and the latter 
injuring the happiness of our species, they would con- 
tinually carry within them a rule for every action of 
their lives.® 


Gray shows himself here a decided Benthamite. 

Since men seek their own good, they perforce seek their hap- 
piness. And this happiness is secured primarily when their basic 
wants are fulfilled* Society has the duty of supplying those 
wants, but it has clearly failed to fulfill this duty; poverty is seen 
on all sides. This fundamental neglect on the part of society is 
the point on which Gray bases his plea for*teform. He has no 
patience with merely palliative measures: parliamentary reform, 
universal suffrage, free trade. The very principles of society, 
he insists, 

2 Ibid., p. 11. Gray does not refer to sensual pleasure only; he recognized 
that there were intellectual pleasures also. Jbid., pp. 13-14. 

3 Ibid., p. 11. 

4 Ibid., p. 13. 

5 John Gray, The Social System, op. cit., pp. 57-58. “ Give us—and we 
have it now within our grasp—parliamentary reform—give us universal 
suffrage, annual parliaments, vote by ballot, free trade, an acquittal of the 
public debt, freedom from all taxes, a repeel of the Union, and every other 
thing upon which the public has ever yet rested its disappointed hopes—and 
still shall this demon of Commercial error hold our prosperity in his iron 


grasp, and smile upon our ignorance and folly as he shall. see our burdens, 
as‘we call them, one by one removed, whilst we continue to sink deeper and 
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are founded in the deepest error, and a reformation 
must take place, from the root upwards, before we can 
enjoy those blessings which could never fail to spring 
from the rational appropriation of the inexhaustible 
resources with which nature has supplied us.® 


Gray’s desire for a “ complete reformation” refers, of course, 
to the system of exchange which he deemed at fault, to speak con- 
servatively. His language on this point could hardly have been 
stronger. The system of exchange “ forms the hiding place of 
that giant of mischief which bestrides the civilized world.”? It 
must be abolished, since it not only fails to fulfill its purpose, but 
causes untold misery. In expressing himself so strongly against 
the economic system, Gray demonstrates his independence of the 
traditional view of the classical school. The commercial system 
which he attacked stood for certain well-defined principles, which 
Gray forcibly rejected. His own philosophy kept him from 
accepting these principles, and it is interesting to see the specific 
points which figured in his criticism of classical economics. Four 
points in particular express his disagreement. 

First, the classical school believed firmly in economic natural 
laws. Such laws were considered beneficial by the optimists, and 
harmful by the pessimists, but both groups thought of them as 
being universal and permanent regardless of their effects. These 
laws were inexorable, and man was forced to submit to them. 
The science of political economy, moreover, was simply a quest 
for the discovery of these laws. Such was the dogma of natural 
law among classical writers. 

But John Gray opposed this view, claiming that there were no 
fixed and immutable laws. And even if society had fallen heir 
to laws which past ignorance had elaborated, it should do more 
than accept them passively. It should put them aside and should 
construct new laws which would produce better results in accord- 


deeper still into the Slough of Despond, under the invisible but enormous 
weight that is oppressing us.” 

8 Jbid., p. 7. 

7 Ibid., p. 57. This “ giant,” incidentally, went about “ rewarding industry 
with ‘starvation, exertion with disappointment, and the best efforts of our 
rulers to do good, with perplexity, dismay, and failure.” 


42 The Economic Doctrines of John Gray—1799-1883 


ance with its ends. This meant, of course, that society should 
assume an active role in the positive promotion of human happi- 
ness and welfare. This was indeed a far cry from those who 
held that nothing could be done to change the nature of those 
inscrutable economic laws which were the counterpart of the 
immutable laws of the physical order. Gray’s stand was strikingly 
modern in its tone, especially when he wrote: “It is not so much 
what is, as what ought to be, which is the legitimate object of the 
political enquirer.” ® He might well have graced a chair in the 
school of welfare economics, since he saw clearly that the science 
of political economy should actually ascertain by what laws pro- 
duction, distribution, and exchange could best be regulated.'° 

Another of the laws of the classical school was the law of self- 
interest. This was the great foundation-stone of individualism. 
Each individual, according to classical tradition, knew his own 
interest better than did anyone else, and he should be free to 
seek it. 

First of all, the system of free enterprise was the best system 
which could be designed. Every man, being the best judge of his 
own interest, would in such a situation take up the work best 
suited to his talents and inclinations. Gray vigorously opposed this 
statement. If man were sufficient unto himself and had no need 
of the labor of others, that proposition would be true, he admitted. 
But when man becomes a member of a commercial society, perfect 
freedom is no longer possible because: 


so soon as he consents to form a part of one stupendous 
whole, instead of being to himself a whole, from that 
moment a controlling and directing power is as essential 
to the right working of the aggregate of commerce, as it 
is to an individual manufactory: or as the “ governor,” 
to the right working of the steam engine.” 


8 [bid., p. 7. 

9 Ibid. 

10 Ibid., p. 227. “ To investigate the laws which regulate the production, 
exchange, and distribution of commodities, appears to have been the chief 
object of the political economists. To ascertain by what laws they may best 
be regulated is the more important business, provided that the existing laws 
be not unalterable.” 

11 [bid., p. 232. 
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Gray’s opinion is particularly strong; he makes it clear that he 
would not interfere with the tastes of the members of society. 
Viewing matters practically, he sees no opportunity for each to 
choose for himself in an unregulated society. He insists that 
unless there is a controlling power, there can never be freedom and 
independence. McCulloch might hold that freedom was the sine 
qua non of the economic system, but Gray counters with a good 
deal of penetration: ‘“ We have a nominal system of commercial 
freedom, but a real system of commercial slavery.” ** Accordingly, 
he saw no validity for the law of self-interest in the matter of free 
enterprise. 

But the law of self-interest had a second application of still 
greater significance. It taught shat a man seeking his own best 
interest automatically promoted the interest of the whole social 
body. Although each individual was in fact acting blindly in the 
economic world, the final outcome of his activity was better than 
anything which could have been planned in advance. McCulloch 
had voiced the classical opinion on this point when he had written 
that because society was nothing more than a collection of in- 
dividuals, it was certain that each one, “in steadily pursuing his 
own aggrandizement, is following the precise line of conduct 
which is most for the public advantage.” 1* Gray asserted, on the 
contrary, that persons who sought their own interests in the 
“employment of capital” were really opposing the interests of 
others.'4 Instead of harmony in the economic world, there was 
only confusion which retarded, rather than promoted, the well- 
being of the whole. The good of the whole would not come about 
by mere chance; it could result only by virtue of a regulative 
power. That fact was self-evident, and had been proved by ex- 
perience, for Gray contends: 


a man can no more fix himself in that particular station 
of life which is best suited either to his individual inter- 
est, or to the collective interest of society, without the aid 
of a directing power to regulate the proceeding of the 


12 Tbid., p. 236. 

13 John R. McCulloch, The Principles of Political Economy, 1830, p. 149, 
quoted in The Social System, op. cit., p. 254. 

14 John Gray, The Social System, op. cit., p. 254. 
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whole society, than can a bar of iron convert itself into 
a spring, or wheel, or screw, as it happens to be most 
wanted for a piece of mechanism.’® 


There is no mistaking Gray’s opinion of the law of self-interest ; 
he was more than outspoken in his opposition to it. In the classical 
school, laissez-faire was the convenient expression of that law; 
Gray proposed to replace laissez-faire by a system of regulation. 
He was ahead of his time in his criticism of the lack of direction 
within the economic order, and his opposition to the competitive 
system was notable for its insight into the latter’s ruthlessness. 

Competition was considered the life of trade and the great 
incentive to industry. The consumer was considered to benefit 
by it because competition among producers kept prices from 
becoming exorbitant. The consumer profited, moreover, by 
increased efficiency in production, since producers were constantly 
improving their wares lest they should lag behind in the race for 
custom. Competition, in the eyes of the classical economist, was 
a great blessing for all men. 

Gray, however, envisaged competition as anything but a bless- 
ing. His bitterest words are reserved for that institution, and he 
held that it was the source of society’s ills. It was, in his phrase, 
“The tremendous engine of mischief which is the curse of the 
human race, and the cause of almost every evil by which we are 
surrounded.” !¢ In attacking competition Gray used three argu- 
ments, which may be reviewed briefly. 

Under a competitive system a manufacturer regulates his pro- 


15 [bid., pp. 255-256. Later Gray wrote: “If we look upon the stupendous 
whole, of which we form a part, the same principle of unity becomes still 
more remarkable. Order, system, regularity, an aptitude of one thing for 
another, and an uniformity of action so invariable that astronomy can foretell 
events a century before they happen, are the most strikingly conspicuous of 
nature’s law; and there is nothing amongst mankind in which the resem- 
blance of excellence exists which violates them; but whilst contrivance, 
arrangement, plan, are indispensably necessary to every part, the aggregate 
of parts is left to work, as best it can, ungoverned; and thus, whilst God 
requires arrangement and a plan to govern worlds, presumptuous man sets at 
defiance his Maker’s laws, and lets the paltry objects of Ats care to rule 
themselves. (The Social System, op. cit., pp. 331-332.) 

16 John Gray, A Lecture on Human Happiness, op. ctt., p. 58. 
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duction of commodities by one consideration only: the amount of 
profit which will be realized from the sale of his goods. He will 
calculate the demand for his product and will produce according to 
his calculation. In doing this, he is thinking merely in terms of 
effective demand, and is consequently limiting his production by 
that measure.?” ; 

Effective demand is in turn regulated by the quantity of wealth 
which each person has earned by his exertions. If he earns much, 
his command of goods will be great, and if he earns little, the 
reverse will be true. 

Gray then examines the effects of competition on various groups 
in society. Competition, it has been seen, of its very nature keeps 
prices down. When individuals compete for work, the price of 
labor is forced down to a subsistence level, because if one individ- 
ual demands a higher price he will be dismissed and another man 
will be employed. When tradesmen compete, their profit is by the 
same token reduced to cost, for if one man raises his price his 
sales will decline. This applies to all who earn a living in a com- 
petitive world. It is competition which limits the quantity of 
wealth received by every individual in the community, because 
each one thereby receives the least possible price for his labor.*® 
Since quantity of wealth equals command of goods or effective 
demand, competition likewise limits demand, and production. 
After showing this chain of relationships Gray concludes: 


Competition, therefore, in the present state of 
society, is the limit of production, because Capitalists 
never did and never will habitually produce goods to 
sell at a loss; which would inevitably be the case, 
were they to produce sufficient, either to supply our 
wants or to exhaust our productive power.” 


17 Ibid., p. 62. , 

18 Ibid., p. 65. Those receiving fixed incomes were not included. In 
regard to Gray’s treatment of competition, Alexander Gray has written 
pertinently: “ Gray is not content with an Iron Law-of Wages; he will have 
an Iron Law operative throughout the whole of society, manifesting itself 
in an Iron Law of Profit, and an Iron Law of Interest, and so on.... 
This analysis, be it said with all respect, is not merely confused; it defeats 
the end of Gray’s argument, if it does not border on the absurd.” (The 
Socialist Tradition, [London: Longmans, Green and Co., 1946], p. 294.) 

19.Jbid., p. 66. See also The Social System, op. cit., p. 53. 
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From the foregoing it is evident that Gray’s criticism of the 
classical doctrine of natural law and its specific applications marks 
him as being independent of time-honored views. 

With like independence, Gray criticizes the law of population. 
In Chapter X of The Social System, he takes exception to 
Malthus’ theory of population on three counts. First, “It is 
opposed to the plainest dictates of nature.”?° Nature has im- 
planted the sexual impulse in man and would not have given him 
this desire in vain. If a man is unable to cooperate with nature 
by supporting his family, society is to blame. Although Gray 
does not use these terms, the gist of his argument is that society 
is at fault because it fails to/give a man a living wage. But not 
all recognize that point; when there is insufficient food in the 
home they blame the fecundity of human nature. Because popula- 
tion is always pressing against the land it is not possible for the 
production of food to keep pace with the number of people. But 
Gray writes: 


let us... rather suspect the wisdom of man than 
arraign the munificence of God; for it is at least a fair 
presumption, that the cause of the evil is as likely to be 
found in our own neglect of using the means, that are 
naturally within our reach, as in the decree of Heaven.” 


Only let society provide man with the requisite means (1.4, a 
sufficient quantity of wealth) and he will be able to procure a 
sufficient quantity of food. Potentially, there is abundant food, 
but not abundant means of purchase for all. Providing the means 
is society’s problem. 

Gray also questioned the law of population on a second point: 
it is contradicted by experience. Birds, beasts, and fish, he 
argues, have no tendency to increase faster than the food which 
they require for life. There is no starvation in the animal king- 
dom; animals increase in proportion to the available food. This 
same principle of proportionate increase must also apply to man- 
kind. Population, therefore, will keep in line with the means of 
subsistence.” In this case Gray’s argument from analogy is 

20 John Gray, The Social System, op. cit., p. 180. 


21 [bid., p. 183. 
32 Ibid., pp. 190-194. 
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amusingly weak. It was based solely on observations which he 
had not verified, and could not verify ; it was not conclusive. 

A third criticism is offered on the grounds that Malthus’ theory 
is founded on unreal assumptions. The ratios he used, writes 
Gray picturesquely, are “as void of truth and rationality as the 
most improbable tale in the Thousand and One Nights.” 2° After 
commenting briefly on the inadequacy of these ratios he returns 
to his first contention that food could be produced in sufficient 
quantities for any number of men, if the economic system were 
established on sound principles.** A little later he tries to show 
that Malthus had overlooked several other significant factors in 
the population question, but the argument in this section is labored 
and of little value.** 

Although Gray’s criticism of Malthus was not formidable, in 
shifting the emphasis from the “ niggardliness of nature” to the 
“niggardliness of society ”’ Gray made a decided advance in the 
treatment of population. Malthus had indeed formulated an “ iron 
theory of population ’”’ 2° which showed that it was impossible to 
better the condition of the laborer and that if he starved it was 
his own fault. Gray, in rejecting that theory, pointed out that the 
cause of the difficulty lay elsewhere. This criticism was novel ; it 
was the beginning of a line of thought continued in later years 
by Toynbee and Hobson. 

In summing up this discussion of Gray’s critical ideas, one can- 
not help seeing that there is an element of unity running through 
them. He believed that the economic system was founded on 
erroneous principles, and in criticizing it he took issue with the 
laws of self-interest, of free competition, and of population. These 
laws had been apologetic of economic institutions which failed to 
fulfill the single purpose of their existence: the satisfaction of 
man’s wants. Instead of securing his happiness by supplying 
him with the necessities of life, they were causing him unhappiness 
by making him poor and miserable. Faced by this fact, man had 
two alternatives: he could either continue to bend his nature to 


23 Ibid., p. 195. 
24 Thid., p. 197. 
35 Ibid., pp. 207-220. 
26 Ibid., p. 186. 


48 The Economic Doctrines of John Gray—1799-1883 


these institutions, or he could accommodate the institutions to his 
nature.?7. The latter course was clearly the more rational one to 
follow. The institutions of the existing economic order must 
therefore be destroyed. But destruction implies construction as 
well; new institutions must replace the old; a new system designed 
to secure man’s happiness must be built up. These critical ideas 
led naturally to a discussion of reform, a task for which Gray was 
fully prepared. 


27 John Gray, A Lecture on Human Happiness, op. cit., p. 7. 
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CHAPTER V 


Tue Law or MARKETS IN THE CLASSICAL SCHOOL 


Just as John Gray’s ideas on distribution stemmed from the 
labor theory of value, so did his ideas on social and monetary 
reform follow from the law of markets. And just as it was 
necessary to examine the classical theory of value before con- 
sidering Gray’s application of this theory, so too is it necessary 
to focus:our attention on the law of markets in the classical school 
before discussing Gray’s interpretation of it. 

The discovery of the law of markets is credited to both Jean 
Baptiste Say and James Mill.t In any case, Say first expressed 
the doctrine in the 1803 edition of his Traité d’Economie Politi- 
que. 

The law of markets, or as Say terms it, “La théorie des dé- 
bouchées”, states that products exchange for products, and con- 
sequently, products pay for products. Supply and demand are 
interdependent, and by virtue of the principle of mutual exchange, 
no market can be generally over-stocked. 

If a man produces a commodity in excess of his own need, 
Say explains, he has only one purpose in mind, namely, to 
exchange his surplus for other products more suited to his 
desires, In this event, the surplus of one product automatically 
creates a concomitant demand for another. Money is simply a 
medium used to effect the exchange. of products, and when the 
exchanges have been terminated, products pay for products.? 


1On this point Jacob Hollander has written, “It is of curious interest even 
though not of scientific importance to consider the respective claims of Mill 
and Say to authorship of the doctrine.” (Notes on Malthus’ “ Principles of 
Political Economy,” by David Ricardo, ed. with an introduction and notes 
. by Jacob H. Hollander and T. E. Gregory [Baltimore: The Johns Hopkins 
Press, 1928], p. Ixxxii.) Hollander, incidentally, gives Mill a good deal of 
the credit. 

2 Jean-Baptiste Say, Traité d’Economte Politique (Paris: Deterville, 
1803), I, pp. 152-154. ~ 
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Moreover, what is true in a single instance is true also on a 
larger scale. When a nation has too many products of one 
kind, the means of selling them is to produce commodities of 
another variety.* Abundant production is advantageous to every- 
one, because goods always constitute a demand for other goods, 
or to put it briefly: production is the cause of demand. 

But not everyone has realized that significant truth. Many per- 
sons, the Physiocrats in particular, believed that the extent of 
the demand for the means of production depended upon con- 
sumption. In other words, they held that demand is the cause 
of supply. But that is an erroneous opinion, writes Say, because 
consumption is not a cause, but an effect: 


Pour consommer il faut acheter ; or on n’achéte qu’avec 
ce qu’on a produit. La quantité de produits demandés 
est-elle donc déterminée par la quantité de produits 
créés? Sans aucun doute. Chacun peut a son gré con- 
sommer ce qu’il a produit; ou bien avec son produit en 
acheter un autre. La demande des produits en général 
est donc toujours égale a la somme des produits.‘ 


Say held that the quantity of goods demanded is determined by 
the quantity of goods produced, or in more modern parlance, 
that the level of consumption is determined by the level of pro- 
duction. 

But Say’s explanation of the law of markets was none too 
academic; even M. Rist refers to it as being merely a “vague, 
self-evident formula.”* It was only after James Mill had 
treated the question of markets in Commerce Defended (1808), 
that the law really appeared in scientific garb.® 


8 Tbid., I, p. 154. 

4 Ibid., II, pp. 175-176. 

5 Charles Gide and Charles Rist, A History of Economic Doctrines, trans. 
R. Richards (New York: D. C. Heath and Co., n.d.), p. 115. 

®It is generally conceded that the Théorie des débouchées became known 
in England through the medium of James Mill. (Hollander, op. cit., p. 
Ixxxi.) “But six years before Jean Baptiste Say had thus replacéd a naive 
account of barter by a full-fledged theory of ‘markets’ the classical doctrine 
of partial over-production had entered into English economic thought through 
the medium of James Mill.” 


The Law of Markets in the Classical School 53 


In discussing this doctrine, Milt also refers to the “écono- 
mistes.” They had argued against a rapid capital accumulation, 
because they feared that a too rapid increase of capital would 
cause_a too rapid increase in production with a consequent 
excess of supply over demand.’ But, Mill writes, “The pro- 
duction of commodities creates, and is the one and universal 
cause which creates a market for the commodities produced.” ® 
In upholding this statement, Mill follows Say rather closely. 

The term “market” refers simply to the act of exchange. 
When goods are taken to market, there must be buyers, and 
buyers, to be sure, need money. It is obvious, therefore, that 
the collective means of payment in the nation constitutes the 
entire market of the nation. But the nation’s revenue is in 
turn derived from its productions.® 4 

Having gone this far with the help of Say, Mill begins a new 
line of thought. Since a nation’s power of purchasing is meas- 
ured by its annual produce, it follows that: 


the more you increase the annual produce, the more 
by that very act you extend the national market, the 
power of purchasing and the actual purchases of the 
nation. Whatever be the additional quantity of goods 
therefore which is at any time created in any country, 
an additional power of purchasing, exactly equivalent, is 
at the same instant created.?° 


Mill therefore felt that there can never be an over-supply of 
either goods or capital since “ the very operation of capital makes 


a vent for its produce.” 4? Consumption and production, pur- _ 


chase and sale, will always balance one another, because one 
half of the goods of a country forms a market for the other 
half. 


It was this analysis which led Mill to write in a later work: 


“Production is the cause, and the sole cause of demand. It We 


7 James Mill, Commerce Defended (London: C. and R. Baldwin, 
p. 80. : 
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never furnishes supply, without furnishing demand, both at the 
same time, and both to an equal extent.” ?* From the state- 
ment that production is the cause of demand, one might con- 
clude that there will always be a state of perfect equilibrium. 
But that is not always the case. If products are not well adapted 
to one another a state of partial over-production will result. Too 
much of one commodity simply implies that there is too little of 
another. In that case, writes Mill, 


A part of the means of production which had been 
applied to the preparation of this superabundant com- 
modity, should have been applied to the preparation of 
those other commodities till the balance between them 
had been established. Whenever this balance is properly 
preserved there can be no superfluity of commodities, 
none for which a market will not be ready.* 


In this process of adjustment there is also a significant price 
factor. The supply of, and demand for, products are ordinarily 
accommodated to one another.* When it does happen that a 
producer miscalculates and brings a super-abundant supply of 
one commodity into the market, this commodity will not find 
purchasers. Its exchange value will consequently fall. But the 
owner of this excess produce has come not only to sell goods—he 
also wishes to buy. And his demand tends to raise the value of 
other goods. The result of this rise and fall in price, Mill 
writes, is: 


that now there are certain kinds of goods which it is 
less profitable than usual to produce; others which it is 
more profitable than usual to produce; and this is an 
inequality which tends immediately to correct itself.® 


12 James Mill, Elements of Political Economy, second edition, revised and 
corrected. (London: Baldwin, Cradock, and Joy, 1824), p. 231. In Section 
iii (of chapter iv), “ That consumption is co-extensive with production,” pp. 
222-239, Mill gave a fuller explanation of the law of markets, but it is 
essentially the same as the one given in Commerce Defended. 

18 James Mill, Commerce Defended, op. cit., p. 85. 

14By “accommodated,” Mill means that goods produced by a certain 
quantity of labor exchange for goods produced by an equal quantity of labor. 
(Elements, 2nd ed., p. 233.) 

145 James Mill, [bid., p. 236. Mill’s argument in this section contains such 
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This belief in the automatic correction in the market was closely 
related to the whole philosophy of the “ invisible hand” doctrine. 
The proponents of the law of markets were confident that 
demand and supply would soon be adapted to one another, and 
that the state of over-production would disappear. But although 
they conceded that over-production could occur in particular 
instances, they vehemently denied that it could ever happen 
generally. Since aggregate supply and aggregate demand are 
always equal, a general glut is impossible.16 And so a man can 
produce in abundance, without fear of flooding the market with 
unsaleable goods. 

But that is only one of the several conclusions which follow 
from the law of markets. Because of the law, each individual 
could rejoice in the prosperity of his neighbor, since success 
in one industry promotes that of all the others. A community 
could also consider itself fortunate in having numerous pro- 
ducers, for the more numerous the products, the more prompt 
and extensive the markets for those products. A nation should 
encourage trade for that same reason.17 Such were the happy 
conclusions which followed from the law of markets. The eco- 
nomic world was indeed a better world because of its beneficent 


an obvious flaw, that one wonders how he could have overlooked it. He had 
previously pointed out that effective demand meant: (1) the will to purchase, 
and (2) the means of purchasing. If either of these were wanting the 
purchase would not take place. (Elements, 2nd ed., p. 224.) In the example 
just given, the producer had the will to purchase other commodities, but 
since his own produce could not find an outlet, he obviously lacked the means. 
How then could his demand, by definition ineffective, exert any influence on 
the exchange value of the desired commodities? ~ 

16 James Mill, Elements, 2nd ed., p. 234. 

17 Jean Baptiste Say, A Treatise on Political Economy, translated from 
the fou?th edition of the author by C. R. Princeps. (Philadelphia: Grigg, 
1848), pp. 136-38. 

In drawing these Genclisions! Say ruled out the influence of monetary 
contraction and expansion. He denied that money performed any function 
other than that of exchange. Thus those who complained that sales were 
dull because of the scarcity of money, were mistaking a means for a cause. 
Sales could only be dull because products were scarce. “ There is always 
money enough to conduct the circulation and mutual interchange of other 
values, when those values really exist.” (Treatise, 4th ed., p. 134.) He 
gives the whole argument on pp. 132-134. 
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influence in promoting general prosperity and good will among 
consumers and producers. But apart from its psychological 
significance, the law added little to economic analysis. It would 
probably have gone to the limbo of forgotten economic slogans, 
if David Ricardo had not incorporated it into Chapter xxi (‘“ The 
Effects of Accumulation on Profits and Interest”) of the 
Principles of Political Economy, and thereby started it on a 
new phase of development. 

Ricardo’s one purpose in adopting the law of markets was to 
use it to buttress his case for capital accumulation. With this 
in view, he turned to Say to show that since demand is only 
limited by production, 


There cannot, then, be accumulated in a country any 
amount of capital which cannot be employed produc- 
tively, until wages rise so high in consequence of the 
rise of necessaries, and so little consequently remains 
for the profits of stock, that the motive for accumulation 
ceases.*® 


In other words, because it is impossible to produce more goods 
than will be demanded, it is likewise impossible to accumulate 
capital in excess of the use to which it can be put. Ricardo, 
“the great apostle of capital accumulation ” was simply attempting 
to praye, as Eric Roll notes, that “there was as inevitable a 
balance‘ of supply and demand, as far as capital was cancerned, 
as there was in regard to goods.”?® The law of markets was 
thus closely bound up with Ricardo’s theory of profits, and he 
used it to show that rapid capital accumulation would ordinarily 
be accompanied by high profits. In demonstrating this last 
point, he argued that an increased rate of savings, leading to 
increased production, would be beneficial. Too many commodi- 
ties can never be produced because wants are unlimited and the 
desire to have more of this world’s goods is deeply implanted 


18 David Ricardo, Principles of Political Economy and Taxation, op. cit., 
p. 175. Ricardo, as is well-known, qualifies this statement by the clause: 
“until...” But to dwell here on the point of wages, which is to be 
considered later, would take us too far afield. 

19 Eric Roll, A History of Economic Thought, Revised and Syed (New 
York: Prentice-Hall, Inc., 1942), p. 217. 
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in human nature. To satisfy this desire “nothing is required 
but the means, and nothing can afford the means but an increase 
of production.” #° Ricardo, like Mill and Say, believed that a 
supply of commodities creates an equivalent demand—" Produc- 
tions are always bought by productions, or by services; money 
is only the medium by which the exchange is effected.” 74 With 
production the cause of demand, capital accumulation could 
never be too rapid. 

But the rapidity of capital accumulation depended on the rate 
of profits. If profits were high, there would be a strong motive 
to accumulate, and vice versa. One cause only, a rise in the 
rate of wages, could lower the rate of profits, and consequently 
retard the rate of accumulation. Profits and wages in the 
Ricardian system were in inverse ratio: when wages rose, profits 
fell, and when wages fell, profits rose. When men ceased to 
save, it was not because production was so rapid that there was 
a plethora of products on the market, but rather because wages 
had risen, and it was no longer profitable to continue adding to 
capital investment. Ricardo explains that there is 


no limit to the employment of capital while it yields 
any profit, and that however abundant capital may 
become, there is no other adequate reason for a fall of 
profit but a rise of wages, and further, it may be added 
that the only adequate and permanent cause for the 
rise of wages is the increasing difficulty of providing 
food and necessaries for the increasing number of 
workmen.?? 


It is easy to see the direction in which Ricardo was travelling. 
As Maurice Dobb remarks, he had “ developed the argument in 
a manner which made it the fulcrum of his critique of the landed 
interest.” 22 It was a rise in the price of food which effectively 
checked both the growth of population and the expansion of 


20 David Ricardo, Principles of Political Economy and Taxation, op. cit., 
p. 176. 

21 Tbid. 

22 [bid., p. 178. 

28 Maurice Dobb, Polttical Economy and Capitalism (London: George 
Routledge and Sons, Ltd., 1937), p. 84. 
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the economic system. If capital could continue to mcrease, men 
would never cease to demand and enjoy the increased produc- 
tions of an expanded system. But the increase in productive 
labor would make it necessary to resort to less fertile soil, and 
the cost of producing food would be thereby increased. This rise 
in the price of food would benefit only one class; the landlords. 
It was clear that their interests were diametrically opposed to 
those of the capitalists and laborers.* In showing that there 
could not be a state of general over-production because of the 
very nature of the economic system, Ricardo had also shown 
that the landlords were a blight on the system. 

This was Ricardo’s opinion, and this was the analysis which 
caused one of the most important controversies in the history of 
economic theory. In this controversy, Ricardo, Mill, and Say 
stood together against Malthus and Sismondi. The first group, 
assembled under the aegis of the law of markets, contended 
that there could be no general over-production. The second 
group ‘asserted that a general glut could occur. But the real 
issue of the debate, as far as Malthus and Ricardo were con- 
cerned, was the cause of high or low profits.?® 


24 David Ricardo, “On the Effects of a Low Value of Corn on the Rate 
of Profits,” in The Works of David Ricardo, ed. J. R. McCulloch (Lon- 
don: John Murray, 1871), pp. 476-477. 

25 Jacob Hollander, op. cit., p. Ixxxiii. This controversy, it must be 
remembered, was carried on during the hectic years following Waterloo. 
The French Wars (of twenty years’ duration), had seriously disrupted 
trade, and when peace was finally restored, there was an enthusiastic period 
of commercial enterprise in England. But the rest of Europe, exhausted by 
the war, could not produce at the same pace, and a state of depression and 
trade stagnation soortt followed. James Bonar gives an excellent summary 
of these years: (Malthus and His Work [New York: The Macmillan Co., 
1924], pp. 282 ff. 

It was this state of commercial crisis, so at variance with the optimistic 
law of markets, which had led Sismondi to conclude that general over- 
production could be a distressing reality. 

Roscher, however, points out that the commercial crisis of 1817, et. seq., 
could be reduced to Say’s theory. Although the markets of the world were 
flooded with unsold goods, there was at the same time a deficiency of the 
coarser means of subsistence. These commodities and foodstuffs found an 
excellent market and were sold at high prices. (William Roscher, Principles 
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Although Malthus did not begin his refutation of Ricardo, 
Mill, and Say until he reached Chapter vii (“ Of Accumulation, 
or the Saving from Revenue to add to Capital considered as a 
Stimulus to the Increase of wealth,” Section iii),?@ he had in 
earlier chapters forged the arguments he would use against 
them. He accordingly prefaced his discussion of the law of 
markets by remarking that “it has already been shewn” that 
the consumption and demand of persons employed in productive 
labor never furnish a sufficient motive for capital accumula- 
tion.2”. Malthus, failing to see that there was an inevitable balance 
between supply and demand, felt that the productiveness of 
industry could be carried to excess. The whole doctrine of 
products exchanging for products, he wrote, “appears to me to 
be utterly unfounded, and completely to contradict the great 
principles which regulate supply and demand.” 

The propounders of the new doctrine of profits, he continues, 
have made several errors. They have treated commodities as ‘‘ so 
many mathematical figures,” or “arithmetical characters,” and 
have thereby made their analysis too abstract. Commodities 
should be viewed realistically as related especially to the numbers 
and wants of consumers.?? His opponents, it seemed, were 
thinking in terms of barter, and they had failed to see the 
multiple relationships in the act of exchange. 

The great mass of commodities are not exchanged for other 


of Polkttical Economy, trans. John J. Lalor [Chicago: Callaghan and Co., 
1878], II, p. 206.) 

26 Thomas Robert Malthus, Principles of Political Economy Considered 
with a View to Their Practical Application (Boston: Wells and Lilly, 1821). 

27 [bid., p. 274. 

28 Tbid. 

29 Ibid., p. 275. Say denied the charge that he had thought of commodities 
as “mathematical figures.” He insisted, on the contrary, that he had taken 
account of the utility of goods, and had treated them primarily from the view 
of their satisfying wants. He writes: “I don’t know, Sir, at least as far 
as regards myself, upon what you found that accusation. I have considered 
this idea in all its shapes—that the value of things (the only quality which 
makes them riches) is founded on their utility, on the aptitude they possess 
to satisfy our wants.” (J. B. Say, Letters to Thomas Robert Malthus on 
Political Economy and Stagnation of Commerce. With an historical preface 

« by Harold J. Laski [London: George Harding’s Bookshop, 1936], p. 10.) 
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commodities, .but rather for productive or unproductive labor. 
Just as the exchange value of labor may fall from a glut, so also 
will the value of the commodities for which it exchanges fall. 
Such a situation would result if saving increased to any appre- 
ciable extent. The increase in capital accumulation would mean 
an increased output, which would not, however, be accompanied 
by an increased demand. In the first place, the number of 
laborers would remain stationary (there would be no increase 
in consumption on their part), and in the second place, through 
the act of saving the consumption of capitalists and landlords 
would be diminished. And so the last state would be worse than 
the first: the value of commodities would fall compared with that 
of labor; profits would be lowered (almost to nothing), and 
further production would be checked. “ But this,” says Malthus 
triumphantly, “is precisely what is meant by the term glut; which 
in this case, is evidently general, not partial.” °° 

It was this demonstration of fall in value which was the crux 
of Malthus’ arguments against the law of markets. He saw 
that the fall in value estimated in labor would cause a glut, for 
even though the same produce “ might have cost the same quantity 
of labor as before, it would no longer command the same quan- 
tity.” °! This discrepancy between labor cost and labor com- 
mand made Malthus reject any roseate view of production. The 
mere increase of products was no guarantee that the new prod- 
ucts would be bought. It is not enough for one commodity to 
be offered in exchange for another; that does not constitute 
effective demand, as some assert. Although commodities have 


30 Malthus, Principles of Political Economy, op. cit., p. 275. Say could 
not resist the Opportunity to question Malthus on the point of the “ stationary 
number consumers.” He writes: “Either the Author of the Essay on 
Population or the author of the Principles of Political Economy must be 
wrong. But every thing proves to us that it is not the author of the Essay 
on Population who is wrong.” (Say, Letters to Thomas Robert Malthus, 
op. cit., p. 28.) 

Ricardo also answered his assertion that wants are diminished by saving. 
Parsimony does not diminish wants, he says, but merely transfers them to 
another set of consumers. (Notes on Malthus’ “ Principles of Political 
Economy,” op. cit., p. 164.) 

81 Malthus, op. cit., p. 276. 
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cost the same amount of labor in production, and may be equiva- 
lent to each other, the demand for them would not be éffective: 


Their relation to each other may not have changed; 
but their relation to the wants of society, their relation 
to bullion, and their relation to domestic and foreign 
labour may have experienced a most important change.*? 


These other relationships make exchange a complex act; they 
cannot be disregarded. In emphasizing this point Malthus 
wished to show how these relationships figured in the formation 
of effective demand, that is, the only kind of demand which can 
give producers a sufficient motive to continue to supply the market 
with goods. It was this concept of effective demand which 
Malthus felt would disprove the law of markets, and in devel- 
oping this line of thought he returned to his theory of value. 
On this subject, Malthus did not agree with Ricardo, but devel- 
oped his own definition of value, which was really a cost-of-pro- 
duction theory including the three payments of wages, profits, and 
rent.** He thought that it was a contradiction in terms to say 
that the quantity of labor determined the exchange value of a 
commodity. He could not see how such a standard could be 
employed in a rude state of society, since in scarcely any stage 
of civilization was cost of production exclusively confined to 
labor.* There are other factors facilitating production which 
must be considered in reckoning the value of an article: differ- 
ences in the amount of fixed capital used, different rates of turn- 
over of capital, taxation, all have their effect on value. The 
measure of exchange value, in the final analysis, is not the 
quantity of labor which commodities have cost, but rather the 
quantity of labor which commodities can command.** . Labor- 


83 Ibid. 

93 Jbid., p. 65. 

34 Tbid., p. 70. 

35 Ibid., pp. 94-95. “The great pre-eminence of that measure of value, 
which consists in the quantity of labour which a commodity will command, 
over that which consists in the quantity of labour which has been actually 
employed about it, is, that while the latter involves merely one cause of 
exchangeable value, though in general the most considerable one; the former 
in addition to this cause, involves all the different circumstances which in- 
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command is, in fact, the only true measure of value. This was 
a most important and significant point in Malthus’ writings, for 
as Roll notes: 


By defining value as the amount of stored and current 
labor plus profits (which, according to Malthus, was the 
same as the amount of labor which the commodity 
could command), Malthus shows that he was really 
trying to get over the Ricardian dilemma of the origin 
of surplus value.* 


He had thus faced the difficulty of the discrepancy between 
price and value much more squarely than Ricardo had done. 
Ricardo had shown that the labor cost of a commodity and its 
value never coincide, but he had not resolved the difficulty. Mal- 
thus, however, did not hesitate; he said plainly: 


Whenever-there are profits (and the cases are very 
rare indeed in which there are none), the value of a 
commodity in exchange is uniformly greater than the 
labour which has been employed upon it.%” 


By defining value as labor command, Malthus was able to explain 
why the price of a commodity was generally greater than the 
amount of labor which it embodied. Ricardo was silent when 
confronted by that disturbing fact. 

But there was another implication in Malthus’ theory of value, 
namely the relation of effective demand to the problem. Any 
demand, to be effectual, had to be equal to a price covering both 
cost of labor and profit. Commodities would not be produced 
unless there was a reasonable certainty that they would be de- 
manded—effectively. Production, instead of being the cause of 
demand, was quite obviously its effect; and producers, far from 
pouring commodities on the market with a happy abandon, were 
much more given to calculating the demand in that market before 
they produced. 


fluence the rates at which commodities are actually exchange [sic] for each 
other,” p. 98. 

36 Roll, op. cit., p. 221. 

37 Malthus, op. ctt., p. 104. 
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But there is also the consumer side of effective demand, and 
Malthus needed only to consider that point before giving the final 
word on the law of markets. The man who wanted a commodity 
had to possess the adequate means of acquiring it. The laborer 
frequently lacked the means, because the capitalist paid him a 
price that was always less than the one he affixed to his products. 
Since commodities sold for a price greater than the price of the 
quantity of labor which they embodied, the laborer could scarcely 
make his demand effective. Therefore, his consumption of 
goods being kept down, production in turn was limited. With 
this perpetual tendency of supply to exceed demand, the economic 
system was always facing over-production. Under these cir- 
cumstances, Malthus could hardly share Ricardo’s enthusiasm for 
rapid capital accumulation. He argued against the law of markets, 
and had ended by asserting pessimistically that products neither 
exchanged for products nor paid for products. He had demon- 
strated that demand was the cause of production, and had in 
turn shown that demand was perforce limited. All of this meant 
that profits could never be so high as Ricardo had thought, and 
the picture of the economic system with its conflicting elements 
was not an encouraging one. The whole process of production 
and consumption was not so beautifully balanced as the supporters 
of the law of markets wished it to be. It rather resembled a 
vortex which caught producers and consumers alike. But just 
when the picture looked most black, Malthus introduced one 
saving element—and that strangely enough was the unproductive 
consumer. The whole argument leading up to this climax can 
hardly be appreciated except in the words of Malthus himself: 


. . under a rapid accumulation of capital, or, more 
properly speaking, a rapid conversion of unproductive 
into productive labour, the demand, compared with the 
supply of material products, would prematurely fail, and 
the motive to further accumulation be checked, before it 
was checked by the exhaustion of the land. It follows 
that, without supposing the productive classes to con- 
sume much more than they are found to do by expe- 
rience, particularly when they are rapidly saving from 
revenue to add to their capitals, it is absolutely necessary 
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that a country with great powers of production should 
possess a body of unproductive consumers.** 


The landlords, the bondholders, statesmen, soldiers, sailors, etc., 
were in Malthus’ opinion the. saviors of the economic system. 
Without them production could not continue apace; they alone 
warded off the menace of over-production, and they prevented 
profits from being reduced to practically nothing. Society could 
be eternally grateful to them for the services which they per- 
formed.” 

This conclusion was indeed a surprise ending to the contro- 
versy over the law of markets. Malthus had not only denied 
the validity of the law, but he had proved the necessity of main- 
taining a large body of unproductive consumers. He had com- 
bined in a curious fashion a number of positive and negative 
elements in his argument, but he had succeeded in reaching a 
very positive conclusion. 

The law of markets of the classical school, introduced by Say 
and developed by Mill, was especially famous because it had 
occasioned this controversy, which was one of the liveliest in 
the history of economic theory. 

Ricardo, the most important figure on the side of the defense, 
had, as we have seen, used the law of markets to show that capital 
accumulation could never be too rapid, that production would 
always find a demand if products were adapted to wants, and that 
since production was the cause of demand, there could never be 
a general glut. 

Malthus, the most formidable figure on the opposing side, had 
tried to show that production was not the cause of demand, that 
capital accumulation could be too rapid, and that there could be 
a general glut of commodities if products fell in value relative 
to the supply of bullion or labor. He had also developed the 


38 [bid., p. 358. 

89 Ricardo was not a little impatient and irritated by this conclusion of 
Malthus. “A body of unproductive labourers are [sic] just as necessary 
and as useful with a view to further production as a fire which should 
consume in the manufacturers’ warehouse the goods which those unproductive 
labourers would otherwise consume.” (Notes on Malthus’ “ Principles of 
Political Economy,” op. ctt., p. 233.) 
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concept of effective demand to prove that this demand was actually 
the cause of production. 

And so after both sides had argued the case for and against 
the law of markets with a good deal of feeling and power, it 
seemed that an impasse had been reached. This was the state 
yf affairs when John Gray began to study the law of markets: 


“ 


CHAPTER VI 


JoHN Gray’s INTERPRETATION OF THE Law oF MaRKETSs: 
SoctaList ASPECT 


Although the intellectual battle over the law of markets had 
been raging for some five years before John Gray entered the 
lists, he claimed to have discovered that law independently of 
any author. The discovery, he explains, was made during those 
early years in London when he first realized that something was 
wrong with the commercial system. He saw that goods were 
produced only because of an actual or potential demand for them. 
Production was thus the effect of demand. But after some 
reflection on that fact, Gray became convinced that the reverse 
should be true: production should be the cause of demand. 
Having arrived at that conclusion, he began to read Adam 
Smith. This reading strengthened his original conviction so 
much that from then on his support of the law of markets never 
wavered. Although he seems to have been aware of the contro- 
versy,? he was apparently uninfluenced by any of the opposing 
arguments. As he continued his study of economics he became 
convinced of one thing: no writer had as yet shown how pro- 
duction could be made the uniform cause of demand.? He 
proposed to demonstrate how that could be done. This demon- 
stration involved two problems. The first, that of planning 
production, or the socialist aspect, will be treated in this chapter. 
The second, that of making the flow of money keep pace with 
production, or the monetary aspect, will be treated in the next 
chapter. 

Production, as Gray saw it, was actually the cause of demand, 
but to be such it must be regulated production. The regulation 
of production, moreover, meant the control of all economic 
processes. Production, exchange, and distribution were naturally 


1 John Gray, The Social System, op. cit., pp. 339-340. 
2 Ibid., p. 276 
8 Ibid., p. 27. 
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interrelated, but this interrelation had been disrupted through 
human error. The reform of one, therefore, could be effective 
only by reforming the other two processes at the same time. A 
piecemeal reformation was useless—the system had to be renewed 
as a whole if any lasting good was to be done. 

Acting on that belief, Gray worked out a detailed scheme for 
the control of production; what he really envisioned was a 
planned economy, state-controlled and state-administered. Yet, 
surprisingly enough, Gray’s socialism was mixed with a consid- 
erable portion of associationism. It was, in fact, very much of a 
hybrid, and for that reason it defies classification. 

This dualism may be noted particularly in the section dealing 
with the establishment of the “Social System.” The new order 
would be inaugurated “. . . whenever a sufficient number of 
persons should be induced to combine their capital,” and agree to 
the principles of the new constitution* The change was to be 
effected through voluntary co-operation. Men, apparently con- 
vinced of the shortcomings of society as it stood, would be 
inspired to construct a new system. But how, one may ask 
legitimately, would they agree to act in concert without some 
positive leadership? It is utopian to expect a number of indi- 
vidual wills to be suddenly welded into one without having some 
person inspire or direct the whole. Men do not act together for 
a common purpose without some directive force to motivate or 
guide them; Gray did not seem to realize that fact. In the 
chapter entitled ‘The Plan of Commencement,” his description 
of the method which was to secure the adoption of his plan is 
not wholly convincing. In order to have his reform accepted 
he planned to announce in the public press the need for a change. 
Then he proposed to have a group of influential men inquire into 
the state of the country’s affairs and solicit various proposals of 
remedy. Each of these proposals would obtain a hearing; the 
committee would scrutinize and criticize; the authors would 
defend their plans. But ultimately, Gray was certain, his “ Social . 
System ” would be adopted. The plan would then be laid before 


4 Ibid., p. 31. The term “Social System,” as used in this and succeeding 
chapters refers not to the book but to Gray’s particular plan of social 
reform. : 

5 John Gray, The Social System, op. ctt., pp. 321-326. 
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the public; all persons possessing capital would be invited to 
associate. When sufficient capital had been subscribed the next 
important step would be taken, i.e., the election of the Chamber 
of Commerce. The work of this body should be to take inven- 
tory of all the capital offered, and to give credit for this capital at 
a suitable percent in the national books. The appointment of 
agents to conduct the respective trades and manufactures, the 
establishment of a bank and warehouses, the fixing of wages, 
would taunch the plan and would also prove to more and more 
capitalists the desirability of entering into the association. Gray’s 
naive omission of all the specific details attendant upon the work 
of getting his plan adopted in the first place displays a sad ignor- 
ance of mass leadership and crowd psychology. This same ignor- 
ance is revealed when he discusses the growth of the association. 
Once the “ sufficient number” had combined their capital, these 
men would begin a membership drive. Here again the principle 
of voluntary co-operation would be employed, since all persons 
possessing land or capital would be “‘ invited” to join the associa- 
tion; the value of the land or capital would be estimated, and the 
owners would then “consent” to receive a fixed. annual remun- 
eration for its use. All other persons (apparently those without 
land or capital) would also be permitted to become members, 
“|. . as rapidly as its progress will allow.”’ In true British 
fashion there would be no violent revolution, no sudden seizure 
of power in the establishment of the “Social System.” The 
excellence of the reform having appealed to men, they would be 
willing to give up the old economic way of life for the new. The 
ideals of reform would gradually leaven the mass of mankind, so 
that in time everyone in the realm would ask to be admitted into 
the association. Everything would be done simply and efficiently. 

The same spirit of co-operation would mark the formation of 
the administrative bodies of the system. The first of these would 
be the National Chamber of Commerce, a most important body, 
consisting of a President and representatives, “chosen in an 
equitable manner” from among the founders of the association. 
These men would have “ supreme power ” in controlling, directing, 

7 [bid., p. 32. 
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and regulating the affairs of the National Commercial Associa- 
tion.2 Yet despite its power, the Chamber of Commerce was to 
be controlled by the government, since Gray stipulated that 
members were to submit to the “. . . established authorities in 

“the country,” and were to renounce the right to petition Parlia- 
ment.® Just how the government fitted into the general picture is 
not explained. The National Commercial Association was under 
the control of the State, but Gray never clarified its exact rela- 
tionship to the State. The government’s control was indirect, yet 
Gray assumed that there would be a “commercial law” of the 
land which Parliament had enacted. If the Chamber of Com- 
merce wished to have this law changed, it would petition its con- 
stitutents to appeal to Parliament for the change.’° A prodigious 
amount of difficulty could occur, but Gray foresaw none of it. 
The whole arrangement was sufficiently vague and ill-defined to 
allow for a broad interpretation of the government’s relation to 
the National Commercial Association. 

Despite the two checks which would limit the power of the 
Chamber of Commerce, that body would apparently exercise com- 
plete control of the economic affairs of the country. Each of the 
members, resembling in part a Minister of Corporations in a 
Fascist State, was to be charged with the supervision of a specific 
trade or occupation. Such a responsible position called for certain 
qualifications: the supervisor needed to be capable, talented, 
experienced, and thoroughly conversant with the details of the 
business in hand. Gray, it seems, realized that the fundamental 
problem in public administration consists in securing a trained 
body of administrators; he realized also that experts had to be 
given the proper incentive. He observed that the salary of the 
members of the Chamber of Commerce “. . . must be sufficient 
to induce the most valuable members of society to relinquish their ° 
other pursuits, whenever they should be called upon to fill these, 
the first offices of the commercial state.” 4 Gray may have lacked 
practical insight on other occasions, but he certainly seems to 
have understood the workings of human nature on this point. 

8 Ibid., p. 31. 

® Ibid., p. 32. 

10 [bid. 

11 [bid., p. 107. 
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The main task of the Chamber of Commerce would be to direct 
production. Since it was to have a comprehensive view of the 
economic system, it would know how to allocate resources most 
advantageously. Having the means of ascertaining the amount 
of goods on hand, the Chamber of Commerce could determine 
which industries should increase production and which should 
decrease production. At all times, it was to ‘decide the kinds of 
goods to be produced, and the quantity to, be brought into the 
market.'? In the “ Social System,” therefore, individuals would 
not enjoy the freedom of making their own decisions regarding 
production. In that matter they would bow to the will of the 
Chamber of Commerce, and recognize its absolute authority. But 
since the Association had been founded on the co-operative prin- 
ciple, the sacrifice of individual freedom for the general good had 
been made willingly. 

And, it may be remarked in passing, Gray was correct in 
realizing that the inherent dignity of the human personality 
required that the foundation of any social system be voluntary. 
But he was utterly wrong in believing that human nature would 
agree to surrender its freedom, especially in economic affairs. 
Like most socialists, Gray assumed that the average man was 
heroically unselfish. It is rather amusing to imagine a group of 
men choosing to have a Chamber of Commerce dictate to them 
the terms of production. 

In the ‘Social System” there were to be other authorities 
beside the Chamber of Commerce. Managers, appointed and 
controlled by the Chamber of Commerce, were to be in charge 
of the factories and farms. When speaking of the factories, 
Gray had nothing more definite to say than “. . . let us suppose 
the necessary buildings to be erected, and a number of opera- 
tives to be engaged.” #* Once factories had been established and 
managers assigned to particular factories, the work would begin. 
Managers were to have “unlimited command” of whatever was 
required for their offices. The bank was to supply them with 
the required funds, and they were to keep their accounts with it.™ 

12 [bid., p. 45. 

13 [bid., p. 49. 


14 The nature and function of the bank will be discussed more fully in 
Chapter VII. 
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They, as accredited agents of the Association, would hold respon- 
sible positions; their situation, Gray writes, “... would be one of 
high respectability and considerable emolument.” * 

Theirs was the task of seeing that the laborers did a fair day’s 
work, of procuring raw materials, and of caring for the buildings 
and machinery entrusted to their charge.’° In general, they would 
be the supervisors of the factories, carrying out the executive 
orders of the National Chamber of Commerce. They would, in 
fact, be the entrepreneurs of the system: men who had consid- 
erable power to make decisions in their own right, although they 
were ultimately subject to the central planning authority. 

But these entrepreneurs of the “Social System ” would differ 
greatly from the entrepreneurs of the present regime, since they 
would have no risk to bear. As the whole productive process had 
been planned, they would be spared the worry of finding a market, 
or of haggling with buyers, or of contracting bad debts. In 
brief, no “ commercial perplexities’”’ would annoy them.*’ 

Other manufacturers, seeing the advantages of the new system, 
would wish to become members of the Association. Although 
they would retain the legal possession of their capital, its use 
would be given to the Chamber of Commerce for an agreed pay- 
ment. These manufacturers would then become managers at 
fixed salaries.® Only one duty would remain for the associated 
manufacturers: the superintendence of production. Gray, by 
eliminating the risks of enterprise, thereby rendered their work 
comfortable and secure. Did he not in that same instant render 
it dull and monotonous? 

Gray was not content with the control and regulation of manu- 
facturing only; he also included agricultural production in his 
all-embracing “Social System.” The National Association was 
to possess land which was to be cultivated by accredited agents 
whose duties were similar to those of the managers. There 
would be no farm problem in Gray’s “ Social System,” for agri- 


15 John Gray, An Efficient Remedy for the Distress of Nations, op. cit., 
p. 42. 


16 [bid., pp. 40-41. . 
17 John Gray, The Social System, op. cit., p. 51. 
18 Ibid. 
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cultural produce would find a market and a good price as easily as 
would manufactured goods. 

Another duty of the managers of the factories and farms was 
the transference of produce to the national warehouses, or depots, 
to be built throughout the country for the reception of goods. 
Their location would be at London, Edinburgh, and Dublin, and 
in the principal seaport cities. Moreover, a large warehouse 
would be established in each of the big manufacturing centers, 
i.e., a cotton warehouse at Manchester,?° and so on. 

These warehouses would actually be wholesale houses; the 
managers would deposit the goods there, and would receive in 
standard notes a price covering their direct costs. Another per- 
centage charge would be added to the price of the goods before 
it would be sold in the retail shops. The retail merchants, 
needless to say, would also be employed by the Chamber of Com- 
merce.” The managers of the retail shops would purchase goods 
from the warehouses and would sell them at retail prices. They 
would have an opportunity to make a small profit without upset- 
ting the balance between supply and demand.?? In setting his 
price, the retail merchant might find himself in competition with 
an independent merchant. Such competition would not be on an 
equal basis since the latter would not be subject to the restric- 
tions and regulations of the “Social System.” Yet Gray had no 
fears that the independent merchant could undersell his standard 
neighbor for long. If he tried to sell goods for less standard 
money than would be charged at the National shops, he would 
be giving more goods for a pound note than that note would 
purchase for him. In each transaction he would lose money, and 


20 John Gray, An Efficient Remedy for the Distress of Nations, op. cit., 
p. 4. 

21 John Gray, The Social System, op. cit., p. 33. 

22 John Gray, An Efficient Remedy for the Distress of Nations, op. ctt., 
p. 46. “To prevent any misconception, however, as to the invariability of the 
balance between supply and demand, it may be remarked, that if any retailer 
sell standard goods for one hundred pounds, which cost him but ninety 
pounds, still the entire hundred must be expended at the standard depots 
before one hundred pounds worth of goods at standard prices can be with- 
drawn from them.” 
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so, on finding his sales policy unwise, he would cease to pursue 
‘ it.28 

Gray was at least consistent in realizing that not all merchants 
and manufacturers would join his Association, and that there 
would thus be a market outside the pale of the “System.” The 
price in the two markets would not always be the.same. Yet, 
since the standard merchants, because of large-scale economies, 
(Gray does not use the term), could always buy raw materials 
more cheaply, the independent merchants would be subject to an 
indirect control.* 

In the long run the independent merchants would derive little 
benefit from their freedom, for, says Gray, ‘‘ The price of standard 
goods, in standard money, must regulate the price of all similar 
goods, by whomsoever made, in the same money.” *5 Price lead- 
ership was thus to be the prerogative of the standard merchant. 
The independent merchants, manufacturers, and farmers would 
not impair the working of the “ System”; they would, in fact, be 
partly subject to its control. 

But some might fear that the “Social System” would cause a 
difficulty of another kind, since its extensive operations might 
lead to over-production. Goods might be produced until the 
market would become over-stocked. Gray makes short shrift of 
that objection, and insists that over-production would never 
occur. 

In the first place, he explains, production which occasions a 
falling market should not be confused with over-production prop- 
erly so-called. The latter term refers to that state which results 
when the production of one commodity, or a few commodities, is 
in disproportion to the general mass. When there is disproportion 
it is as though a man has two shoes for one foot, or two gloves 
for one hand (the illustration is his). That is a clear case of 
Over-production, but at the same time it is under-production. It 
is even more exact to describe the situation as disproportion. In 
the market the supply of goods is not always adapted to the 
demand, but the difficulty can be adjusted. In the example given, 


23 Ibid., p. 85. 


24 [bid. 
26 Ibid., p. 87. 
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for instance, it would merely be necessary to produce two left 
shoes or two left gloves to restore the balance. If there is a 
super-abundance of one kind of goods, Gray says, in the manner 
of the best defender of the law of markets, there must be a 
deficiency of another kind.?¢ 

This deficiency may be either in goods or in money.?”7. When 
a producer makes a haphazard calculation of the possible demand 
for his product, he may easily fall into error, especially sinee he 
is making his decision independently of all other producers of 
the same commodity. Production may become disproportionate 
because of the impossibility of knowing market conditions per- 
fectly. 

But that difficulty would be eliminated in a system which 
integrated the banks, factories, farms, warehouses, retail shops, 
and markets. There would be a fundamental unity in such a 
system ; all decisions regarding production would be made by one 
supreme body which would determine the kind and amount of 
goods to be produced. That body, in Gray’s plan, was to be the 
Chamber of Commerce, whose main work was to guide the 
factors of production into the proper channels. Its decisions in 
that matter were to be based on reports from the national ware- 
houses. An undue accumulation of any commodity there would 
be an indication that its production should be lessened. In the 
same way, a reduced supply of any commodity would be the 
signal to increase its production. In both cases, the Chamber 
of Commerce, having access to this information, could give its 
orders accordingly; it could shift labor and capital from one 
industry to another as the need arose.”® 


26 Ibid., pp. 67-69. . 

27 The deficiency in the money supply will be discussed in Chapter VII. 

28 John Gray, The Social System, op. cit., p. 34. Gray realized that the 
shift of capital and labor would take time, since labor is not perfectly 
mobile. He made allowances for that time lag, and stated that in the 
interval between employments, the laborer be paid a full weekly wage. 
(Ibid., p. 35.) 

It seemed that Gray also planned a kind of unemployment insurance. 
Persons who might be temporarily unemployed because of an improvement in 
industry, he counsels, “. . . ought to be sufficiently provided for at the public 
expense, until other employment could be offered to them, for it is thus, and 
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The Chamber of Commerce, by regulating and controlling pro- 
duction, would keep supply adapted to demand, so that there 
would be a minimum of disproportion in the planned economy 
which Gray envisioned. This reform would help to make pro- 
duction the cause of demand, or, as Gray expressed it: 


under the influence of a rational plan of exchange, 
supply and demand would be just two names for the 
same thing; ... it follows—regulation being the only 
condition contended for—that our ability to produce 
ought to be co-extensive with our ability to regulate; and 
this is in fact the case.” 


The final result of the reform would be most beneficial. The 
adoption of the new “ System” would mean that chaos would be 
replaced by order. Gray had criticized the laws of free compe- 
tition and the principle of laissez-faire, and had contended that 
man in society needed to be governed and directed. Regulation 
and control were indispensably necessary for a harmonious 
working of the social order, and Gray meant to provide both. 
Consequently, he made sure that in his “ Social System ” produc- 
tion would be regulated and directed toward a specific end. His 
interpretation of the law of markets, then, had its socialistic 
aspect: production would be the cause of demand if the right 
things, suited to the tastes of the would-be-purchasers, were pro- 
duced. Gray, believing that planning was necessary if the law 
was to work, called for a new condition, regulation. In defending 
this belief he showed originality of mind. Even the illustrious 
discoverer of the law, Say himself, had not realized that the 
formula, “products exchange for products,” needed to be supple- 
mented by an all-important adjective: “desirable products ex- 
change for desirable products.” In other words, goods had to 
be adapted to the demand; that adaptation in Gray’s “ System ” 
was to be the work of the central planning board, carried on in 
order to keep the law of markets operating. 


thus only, that the national mind can be enlisted in the national service.” 
(Ibid., p. 119.) 
28 John Gray, An Efficient Remedy for the Distress of Nations, op. cit., 
» p. 110. 
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This chapter has dealt with the socialistic aspect of the law of 
markets, but can Gray rightly be called a socialist? There seems 
little doubt that he advocated a planned economy, but did his 
reform embody the essentials of socialism? Gray himself, in 
1848, openly disavowed any previous connection with socialism. 
His reform, by that date, had become a purely monetary reform, 
and he was at pains to convince his readers of that fact. To that 
end he explained, in the Lectures on the Nature and Use of 
Money, that although he was at one time interested in cooperative 
communities, he had at length become convinced of “. . . the 
injustice, impracticability, and, in a word, futility, of all such 
combinations.” 8° Moreover, he had never subscribed to any 
plans which were socialistic; when he used the word, “ social,” it 
was merely a synonym for “ society,” and bore no relation to 
socialism.** From these remarks it seems that Gray was trying 
to divest himself of any socialist reputation. The question still 
remains: did he accomplish that task successfully? e 

Perhaps the best way of answering the question is to see how 
Gray’s “ Social System” appears when compared with any com- 
monly accepted definition of socialism. Richard Ely speaks of it 
as: 


that contemplated system of industrial society which 
proposes the abolition of private property in the great 
material instruments of production, and the substitution 
therefor of collective property; and advocates the col- 
lective management of production, together with the 
distribution of social income by society, and private 
property in the larger proportion of this social income.* 


It is well that Ely speaks of socialism as “that contemplated 
system,” since most socialist plans, like Gray’s, are in the future 
conditional tenses. 

Another well-known definition is that given by Dr. Albert 
Schaffle; he writes: ; 


80 John Gray, Lectures on the Nature and Use of Money, op. cit., p. 282. 

31 Tbid., p. 283. 

82 Richard Ely, Soctalism, an Examination of its Nature, tts Strength, 
and its Weakness, with Suggestions for Social Reform (New York: Thomas 
Y. Crowell, 1894), p. 19. 
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The economic quintessence of the socialistic pro- 
gramme, the real aim of the international movement, is 
as follows: To replace the system of private capital (i.e., 
the speculative method of production, regulated on behalf 
of society only by the free competition of private enter- 
prises) by a system of collective capital, that is, by a 
method of production which would introduce a unified 
(social or ‘ collective’) organization of national labour, 
on the basis of collective or common ownership of the 
means of production by all the members of the society.** 


These definitions stress the aspect of socialism concerned with 
production. Schaffle also mentions its distributive aspect, when 
he speaks of a distribution “. . . among all of the common pro- 
duce of all, according to the amount and social utility of the 
productive labour of each.” ** Adolph Wagner mentions the dis- 
tributive aspect of socialism in his discussion. He writes: . 


Socialism requires . . . that production should take 
place according to plans based upon the carefully ascer- 
tained demand of the consumers, and that it should be 
duly regulated by public authority; that it should be 
carried on in.a co-operative manner, or in state and 
municipal institutions, etc., and that the product should 
be divided among the producers in a juster manner than 
at present, when the distribution is effected by means 
of the law of demand and supply.* 


The most salient point in these definitions seems to be that of 
the collective ownership of property, with the consequent abolition 
of the institution of private property as it is known in a capitalist 
society. There are several other principles implied in such a 
social order which the definitions fail to mention, but which 
Hearnshaw sums up as the six essentials of socialism. These are: 


I. Exaltation of the Community above the Individual. 
II. Equalisation of Human Conditions. 
III. Elimination of the Capitalist. 


38 Albert Schaffle, The Quintessence of Socialism, English edition trans- 
lated from the eighth German edition under the “supervision of Bernard 
Bosanquet. (New York: Charles Scribner’s Sons, 1892), pp. 3-4. 

34 Thid., p. 4. 

85 Adolph Wagner, quoted in Richard Ely’s Socialism, op. ctt., p. 21. 
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IV. Expropriation of the Landlord. 
V. Extinction of Private Enterprise. 
VI. Eradication of Competition.®* 


By combining Hearnshaw’s essentials with the definitions of 
Ely, Schaffle, and Wagner, one finds that in a socialist regime, 
private enterprise would be eliminated, the factors of production 
would be owned collectively, and production would be strictly 
regulated. Given these conditions we return to the question: 
was John Gray a socialist? 

Hearnshaw answers that question affirmatively. Gray, he says, 
was a full-blooded State socialist, since he satisfies all the tests. 
He wished to replace anarchic freedom “. . . by rigtd regimen- 
tation under the control of a strong and all-embracing executive ” ; 
he was convinced that “the chaos and conflict which he saw 
around him could be resolved into cosmos and peace only by the 
strong hand of state authority.” °7 He was, in Mr. Hearnshaw’s 
opinion, a pioneer of State socialism. 

In examining Gray’s doctrines in the light of the above essen- 
tials, one finds that Gray did subscribe to the first principle, since 
he had a tendency to think of the community rather than of the 
individual. It was for the general good that he asked the sacrifice 
of individual freedom, but he felt that under his “ System ” the 
individual would be greatly benefited. The individual would, 
therefore, gladly relinquish his freedom. 

As for principle number two, it would seem that Gray did not 
aim at the equalization of human conditions. The “ Social 
System” is not a system of equality, he wrote, but “. . . its 
adoption would, no doubt, have the effect of bringing about a 
state of society nearer to equality than that which now exists.” * 
There would be equal reward for equal toil, but that fact would 
not destroy the ordinary incentive to exertion, since every man 
would have to support himself and his family.*® It would seem, 


86 F, J. C. Hearnshaw, Survey of Socialism, Analytical, Historical, and 
Critical (New York: The Macmillan Co., 1928), p. 34. Used by permis- 
sion of The Macmillan Company. 

37 Hearnshaw, op. ctt., p. 184. 

38 John Gray, The Social System, op. ctt., p. 204. 

39 Ibid. Alexander Gray, after discussing John Gray’s ideal of equal 
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moreover, that equal pay for equal work would not lead to perfect 
equality of income or of human conditions. Since men possess 
different amounts of energy, and different capacities, there could 
never be perfect equalization of human conditions. 

But there is still another point to be noted here. Equality 
assumes a complete levelling, a horizontal society in which all 
men are on the same.plane. But Gray’s ‘‘ System” was built on 
the principle of hierarchy of authority, with a delegation of power 
to the administrators of the system. Support of that principle 
rather precludes the idea of equalization which seems to flourish 
in visionary commonwealths. In view of that fact, it would seem 
that Gray did not intend his “ Social System” to be a “ levelling 
system,” 4° 

What of principles three and four: did Gray want to eliminate 
the capitalist and expropriate the landlord? The answer to these 
questions seems to be negative. Although the National Commer- 
cial Association did require national capital, its establishment was 
to have been accomplished, not by elimination or expropriation, 
but by co-operation. It is only fair to Gray to point out that he 
did not intend to dispossess either the landlord or the, capitalist. 
If either volunteered the use of his land or capital, he would be 
paid a fixed sum for it, a percentage rate, in fact, since he was to 
remain its legal owner. If he did not choose to become a member 
of the association, he was to remain completely independent.*? 
Rent and interest, as we have seen, were never clearly defined 
or explained by Gray, but this much seems certain: his final 
opinion was that land and capital were entitled to some form of 
remuneration. This view would not be consonant with the desire 
for the abolition of the capitalist and the landlord. 

Finally, did Gray advocate the extinction of private enterprise 
and the eradication of competition? No categorical and unquali- 
fied answer can be given to this question. For the members of 
the Commercial Association, free enterprise and competition would 


“ 


capital, notes: “. .. he assumes the existence of that uniformity of man 
which so frequently emerges in the socialist tradition.” (The Socialist 
Tradition, op. cit., p. 292.) 

40 John Gray, The Social System, op. cit., p. 106. “1 look upon all systems 
of equality as unjust in principle, and quite impracticable.” 

41 Ibid., p. 32. 
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be non-existent. But for those who choose to remain outside the 
“System,” both institutions would continue to operate. Gray 
hoped that the merits of his “ System ” would be sufficiently great 
to attract all men to it. This attraction would be enhanced by 
two influences: a sort of moral suasion, and an economic incentive. 
The former was an appeal calculated to win the approval of man- 
kind by reason of the high aim of the ‘Social System.” The 
latter was to be a kind of price leadership exercised by the Stand- 
ard Merchants, resulting from their large scale operations. No 
coercion was to be used to force independent merchants to join. 
If the two indirect controls failed to attract them, they could keep 
their freedom. 

It is chiefly this fact which makes it difficult to call Gray a 
“ full-blooded socialist.” His “ Social System ” was to be founded 
on the co-operative principle rather than on the strict socialist 
principle. Socialism posits a complete socialization of the factors 
of production with the leaders of that system bringing pressure 
to bear on those outside its jurisdiction. Since Gray did not go 
so far in his thinking, it would seem that he was not a socialist, 
for although he wished to extend the scope of public control, he 
would not resort to regimentation. “The extension of public 
enterprise is not in itself socialism”; Mr. Hearnshaw writes, 
“what is essentially socialistic is the extinction of private enter- 
prise.” 4? By this definition, then, Gray was not a full-fledged 
socialist- 

It may be objected, however, that he was saved from the 
socialist label largely because of his failure to define his terms 
precisely, and to outline clearly government’s role in his plans. 
That may be considered a valid objection. Gray, it is true, did 
not give a satisfactory exposition of the function of government 
in the “ Social System.” He was vague on that point, and it 
might well be that he feared to espouse a completely socialistic 
reform in an age which would have found such a reform unaccept- 
able. His motive for adopting a middle-of-the-road course is not 
known, but that he did follow such a course seems clear. He 
was, strictly speaking, if a socialist, a co-operative socialist, or to 
use a better term, a collectivist. One feels that Gray’s attempt 
to divest himself of the socialist labet was successful. 


42 Hearnshaw, op. cit., p. 78. 


CHAPTER VII . 


Joun Gray’s INTERPRETATION OF THE Law or MarkKETs: 
Monetary ASPECT 


John Gray’s interpretation of the law of markets had its mone- 
tary as well as its socialist side. Gray believed that production 
could become the cause of demand only under certain conditions: 
in a regulated economy, to a sufficiency of land, labor, and capital 
there nfust be added a proper instrument for effecting exchanges. 
The last condition is particularly important because in an exchange 
economy it must be as easy to sell as it is to buy. Once that 
principle has become well-established there is absolutely no limit 
to production: “. . . produce ad infinitum and I will find you a 
market ad infinitum,” ? Gray writes enthusiastically. 

Under prevailing conditions is it as easy to sell as it is to buy? 
Can the market be extended indefinitely? Is the country enjoying 
prosperity? No, answers Gray; that answer is unfortunate, 
because the nation has sufficient resources to feed, clothe, and 
lodge every one of her sons and daughters.’ Although all should 
be enjoying the products of industry, poverty abounds. That is 
indeed a national anomaly: difficulty, distress, and starvation 
exist “. . . in the midst of superabundance.”* And why is there 
a state of poverty in the midst of plenty? Because the system of 
exchange is rooted in error. The present monetary system, Gray 
declares emphatically, “. . . fetters our productive powers. 

So long as the present system remains unchanged, production 
will never take its place as the cause of demand, for an indefinite 
expansion of the market can occur only when the supply of 
money increases at the same rate as production. There must be 
a balance between the supply of goods and the supply of money 


8 


1 John Gray, The Social System, op. cit., pp. 18-19. 
2 Ibid., pp. 16-17. 
8 John Gray, Lectures on the Nature and Use of Money, op. cit., p. 98. 
4 John Gray, An Efficient Remedy for the Distress of Nations, op. cit., p. 4. 
5 Ibid, 
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in circulation, if serious dislocations in the economic system are 
to be avoided. As production increases, the demand for money 
likewise increases. But there is no tendency within the com- 
modity, money, to induce it to increase as fast as other goods. 
When production is increased, each unit of goods is bound to fall 
in value relative to the supply of money. In other words, after 
output has increased the same money will buy more goods. This 
rise in the purchasing power of money checks production, for if 
the price of commodities falls too low, the producer will be unable 
to cover costs, and he will cease to produce.® 

That is exactly what happens under the prevailing system of 
exchange. Money does not keep pace with demand, prices fall, 
and production is checked. The system of exchange limits pro- 
duction. Neither James Mill nor John McCulloch perceived the 
fundamental error in the monetary system. To be sure, they 
both proclaimed loudly that production is the cause of demand, 
but, says Gray, after quoting their opinions at length: 


production is the natural cause of demand, ad infini- 
tum, without reference to any monetary system or 
systems whatsoever, but . . . unhappily the monetary 
systems adopted by this and other nations have converted 
this intrinsic principle into a dead letter.’ 


Because Mill and McCulloch were perfectly satisfied with the 
monetary system, they did not realize that for products to ex- 
change for other products it was necessary for the supply of 
the medium of exchange to keep pace with production. Accepting 
the monetary system in toto, they falsified the whole of their argu- 
ment.® 

Still another result follows from a decline in price: a state of 
over-production. When prices fall, producers reduce their output. 
Reduced output means reduced profit, but not necessarily a posi- 
tive loss of money. The latter occurs only if the market becomes 


6 John Gray, The Social System, op cit., p. 60. 

7 John Gray, Lectures on the Nature and Use-of Money, op. cit., p. 56. 
Gray gives verbatim the arguments of Mill and McCulloch on the law of 
markets, pp. 44-54. 

8 Ibid., p. 55. 
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over-stocked and quantities of goods remain unsold. Gray 
explains that when prices decline a glut will usually follow. Pro- 
ducers, in the attempt to make more money, expand production 
too far. As soon as prices begin to decline, they curtail pro- 
duction, but because they have begun curtailment too late there 
is a glut of commodities. The world then blames the producers 
for bringing an excessive supply of goods to market, and com- 
plains of the evils of over-production. Yet the true cause of the 
glut, a deficient supply of money, passes unperceived: “It is the 
under-production of money, added to a total want of any definite 
principle, either of increase or diminution thereof, which consti- 
tutes the real evil.” ° In modern parlance, when prices fall, trade 
slackens, stocks begin to accumulate, and commodities find no 
outlet, and there is a glut. But the price decline is due to the 
fact that the supply of money is in defect of the supply of goods. 
Therefore, in the last analysis, the glut is caused by a deficient 
money supply. There is an over-supply of goods only in view 
of the under-supply of money. For the law of markets to operate 
it is necessary to make goods and money increase pari passu. The 
supporters of the law of markets conceded that a producer 
through miscalculation might produce im excess of demand, but 
they denied the possibility of a general glut. Gray, however, 
did not agree with those economists. A glut is not the effect of 
miscalculation, he maintained: 


. if it were, there could never be any such thing 
as a general stagnation of trade. ... A few articles might 
be superabundant now and then, but the mass would 
always be sold as readily as it could be made, and the 
deficiency would always be as obvious as the glut.’° 


Mill and McCulloch had thus been mistaken in their treatment 
of gluts. They had both overlooked the fact that the aggregate 
supply of money does not increase as rapidly as the aggregate 
supply of other commodities.11 The monetary side of the law of 
markets was, then, all-important to Gray. As long as the ability 


®John Gray, An Efficient Remedy for the Distress of Nations, op. cit., 
p. 103. : 

10 John Gray, The Social System, op. cit., pp. 274-275. 

11 [bid., p. 282. 
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to produce outdistanced the ability to exchange, the market would 
be over-stocked. Gray insisted that only after the system of 
exchange had been reformed would it be possible for demand 
to keep pace with production. 

It would not be difficult to effect a monetary reform; only 
three conditions would be necessary: in the first place, money 
should be merely a receipt showing that a certain value had been 
contributed to the national stock of wealth.1?_ In the second place, 
money should not be intrinsically valuable. A monetary system 
must be capable of indefinite expansion, but expansion is im- 
possible when a valuable commodity like gold or silver is the 
standard of value. Since the supply of gold and silver cannot 
keep pace with other marketable commodities, a currency backed 
by either of the precious metals would perforce have a limited 
capacity for expansion.’® In the third place, money should simply 
be a measure used to apportion exchanges. It should function in 
the same capacity as scales and weights. Just as it is essential for 
a scale or a weight to correspond exactly with an unchanging 
standard, so too must money be stable. A valuable commodity 
like gold is totally unfit for the purpose of measuring value, since 
its own value fluctuates. Great confusion would result if scales 
were subject to variation, but how much greater confusion is 
caused when the value of money changes!** Money, to be a true 
standard of value, must itself be destitute of value, for then it 
will never fluctuate.’ 

Having posited these three conditions for a standard of value, 
Gray proceeds to show how a paper currency of no intrinsic 
value would embody all of them. In order to have money merely 
a receipt, he would make labor the standard of value.** In the 


12 [bid., p. 63. 

18 John Gray, An Efficient Remedy for the Distress of Nations, op. cit., 
pp. 2-3. In several respects Gray’s monetary theories were based on 
principles similar to those which Owen advocates in his National Equitable 
Labour Exchange. See Gide and Rist, op. ctt., p. 241. 

14 John-Gray, The Soctal System, op. cit., pp. 58-60. 

15 John Gray, An Efficient Remedy for the Distress of Nations, op. cit., 
p. 5. 

16 In relating money to labor value, Gray returns to his original contention 
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“ Social System,” the National Chamber of Commerce, acting in 
an official capacity, would fix an average price for the weekly 
wages of all productive classes.17 Once this price had been fixed 
it would be immutable. The money in which these wages would 
be paid would be issued by the National Bank to the accredited 
agents of the National Commercial Association. The whole 
system would be a system of reciprocal relationships, with labor 
constituting the standard of value. When the manufacturer 
deposited goods at the national warehouses, he would be paid a 
price (in paper money) equal to the cost of the materials and 
labor. This manufacturer would, in turn, use the labor notes (for 
such they were) to pay the wages of his operatives. These notes 
would entitle the bearer to command a certain quantity of goods 
in a retail shop. 

In the meantime, the agent at the National Warehouse would 
add another charge (profits), and these three charges together 
(labor, material, profits), would comprise the retail price of the 
goods. The retail merchant would then apply to the warehouses 
for a supply of goods; he too would keep his accounts with the 
National Bank. All the goods sent to him would be debited to 
his account, and after selling the goods, he would cancel this 
obligation by remitting periodically the money realized by the 
sale of the goods. Thus the value of the goods which he had on 
hand, plus the amount of money which he remitted to the Bank, 
would always equal the value of the goods which he had re- 
ceived. *8 

In all of the transactions money would be simply a receipt, as 
Gray had indicated, giving evidence that the holder had con- 
tributed value to the national stock, or had acquired a right to 
that value in some way, and had a right to command a certain 
amount of goods.’ This money would also be of a uniform 
value, because all payments would be based on the average price 
of labor, and that price, by definition, would be unalterable. — 


17 John Gray, The Soctal System, op. cit., pp. 102-104. Gray made allow- 
ances for different wage rates dependent on different degrees of skill, 
knowledge, agreeableness of employment, etc. In this he followed Smith. 

18 John Gray, The Social System, op. cit., pp. 64-66. 

19 Tbid., p. 63. 


86 The Economic Doctrines of John Gray—1799-1883 


Moreover, the supply of money would always equal the supply of 
goods, and so Gray concluded: 


Upon this plan it will be evident, that, as the nominal 
or money price of all the property in stock would be 
entirely made up of the money issued by the Bank to 
the respective members of the social community, the 
quantity of money in circulation would at all times be 
exactly equivalent to the nominal or money value of 
the property in store. Money, therefore, would increase 
as produce should be increased; money would decrease 
as produce should be redemanded or consumed, and 
demand would ever keep pace with production. 


In this system, .the purchasing power of money would not fluc- 
tuate: real wages and money wages would be identified. It would 
be as easy to sell as it is to buy. The great advantage of the plan 
was that the total value of all of the products in the standard 
market would always be equal to the amount of standard money 
in the hands of the consumers:** supply could never exceed 
demand ; money would be cheap—wonder fully cheap and plentiful. 

Gray was certain, then, that after his system was established 
all economic worries would cease. But to set this monetary 
system in working order would be a tremendous undertaking, and 
it is interesting to see how Gray’s optimism made him minimize 
the difficulties inherent in his plan. 

The first step towards establishing the new system of exchange 
would be to appoint commissioners to carry the plami into effect.” 
This assumes that the general public would be in favor of the 
reform and that the right man would be available, a rather major 
assumption when one is considering a revolutionary plan of 
reform. But such details did not bother Gray. Once the com- 
mission had been empowered to act, it would proceed to establish 
the standard bank with the capital which the government. would 
grant. The capital given, the commissioners would construct or 
purchase a bank. Next, the bank’s governor would be appointed.** 


20 Ibid., p. 66. 

21 John Gray, Lectures on the Nature and Use of Money, op. cit., p. 117. 

22 John Gray, An Efficient Remedy for the Distress of Nations, op. cit., 
p. 16. 

23 Ibid., p. 17. 
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The whole plan was to be carried out with such rapidity that one 
wonders if Gray had intended to supply each commissioner with 
a magic lamp, or, better still, a wishing cap. Whatever his in- 
tention, he certainly could not have had much experience in 
effecting even minor reforms, or he would have allowed for 
some of the difficulties which surely would have beset his path 
had he really tried to effect these major changes. 

Be that as it may, once the bank was established, its first task 
would be to issue standard notes. This would mean, of course, 
that the Chamber of Commerce would have to determine the 
average rate of wages—a difficult problem. Gray seems to have 
been oblivious of the fact that the workers might object to a 
standardized wage. He does realize, however, that creditors and 
debtors would voice their disapproval. Gray knew that once the 
standard notes had been issued, they would be legal tender for the 
payment of debts, and that would mean that the note would 
have to bear some relationship to the former purchasing power 
of money. A debt is only justly paid, he writes, 


when it is compensated in money . . . which gives 
back to the creditor as great a command over the neces- 
saries, comforts, and luxuries of life, as the money, or 
other value, which created the obligation, gave the bor- 
rower.”4 


He knew that fluctuations in the value of money redound to the 
advantage of the creditor or debtor, as the case may be. But 
probably no long-standing debt has ever been justly repaid, he 
explains, and adds that the commissioners should endeavor to 
take a comprehensive view of existing claims and obligations 
before deciding on the price of labor. Having made this review, 
they were then to fix the value of the standard note, taking care 
that there should be no excessive gains or losses on the whole. 
The debtor-creditor situation would indeed cause difficulties, Gray 
admits, though he forthwith eschews any responsibility in delib- 
erating the matter. He was not one to make any conjectures on 
the average rate of wages; that was the problem of the commis- 
sioners. His object was solely “to exhibit the principle upon 


24 Ibid., p. 18. 
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which the settlement of a matter, involving enormous interests, 
ought to proceed.” > Gray, it would seem, ends by merely beg- 
ging the question, and his device is rather obvious. 

No sooner has he waived the difficulty of determining the rate 
of wages, than he meets another problem which he brushes aside 
with similar nonchalance. Once the standard note had been 
adopted, it would be necessary to explain the new currency to the 
public. Here again, Gray assumes that there would be no oppo- 
sition on the part of a meek and submissive public. He makes 
no reference whatsoever to all of the difficulties which would arise 
when the old currency would be called in. Of all of these Gray 
was blissfully ignorant; informing the public only merits a brief 
parenthesis: (“it being made known to all whom it may concern, 
that the standard money is to be forthwith used in payment of 
all persons employed in the standard works. .. .”)?® Gray’s opti- 
mism and lack of practical common sense would be irritating, if 
they were not amusing. 

The bank has been established, the public informed, and now 
various subsidiary coins must be designed. In order to put 
small coins in circulation, the master of the mint would need a 
supply of gold and silver and copper. To procure this he would 
offer a given sum of paper money “ for the largest quantity of 
pure gold that any contractor would give in exchange for such 
sum, within a specified time.” 27 The first bids would no doubt 
cause speculation, Gray admitted, but eventually the price of gold, 
silver, and copper would become regular.?® 

Gray has much to say about the coins which would then be 
minted. They would be of two kinds; the first kind, probably 
an ounce weight of gold or silver, would be used in foreign trade 
generally. The second kind, shillings and pennies, would be used 
to facilitate small purchases and payments. All of these coins 
would be in the nature of commodities, and could be purchased 
with paper money by the agents through the bank.?® With these 


25 Ibid., p. 21. 

26 John Gray, An Efficient Remedy for the Distress of Nations, op. cit., 
p. 26. 

27 Ibid., pp. 26-27. 

28 [bid., p. 27. 

29 John Gray, The Social System, op. cit., p. 79. 
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subsidiary coins Gray would complete his monetary system. 

Since the supply of money would be equated to the supply of 
goods it would be necessary to keep the national accounts of the 
agents. But that would not be too difficult a task, for the whole 
association would be merely one large manufacturing and mer- 
cantile establishment with the bank acting as its counting house.°*° 

Every agent would keep his own books, subject to the inspection 
of the bank commissioners. He would debit himself for the 
goods which he received and credit himself with the goods he 
disposed of. At the same time, the bank would keep its own 
books (to guard against any dishonesty), and through the bank’s 
books, agents could cancel claims against each other without 
transferring any money. The whole plan, which “ may be termed 
simplicity simplified-’ would greatly reduce the business of book- 
keeping, and would prevent fraud and dishonest dealing.*? 

There was also the foreign trade problem to be met in Gray’s 
reformed cyrrency system, but with that he was little concerned. 
He saw nd real difficulty in having the standard notes exchange 
with foreign currencies at fixed rates.‘ Labor notes would hardly 
bring a considerable price in a foreign money market, and al- 
though Gray had made allowances for coins to circulate in foreign 
exchanges, the volume of those coins could not have been adequate 
to the exigencies of a flourishing foreign trade. His currency 
reform would fall short when this aspect of trade came to the 
fore. 

This plan was the one which Gray proposed as a solution to 
the monetary problems of his day. Only let this plan be carried 
out— “and it may easily and very quickly be effected,” he adds 
hopefully—poverty will disappear.** 

One cannot agree with his conclusion, since the plan was fraught 


30 John Gray, The Soctal System, op. ctt., p. 68. 

81 [bid., p. 71. _ 

32 Ibid., pp. 88-89. It is interesting to note that Gray adhered to the 
mercantilist conception of foreign trade. The principle for the Chamber of 
Commerce to follow in the matter is “to import whatever we should want 
and could buy, with less British paper money than it should cost to produce 
it at home, and to export whatever we could sell for more British paper 
money than it should cost,” p. 88. 

33 Thid., p. 90. 
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with practical and theoretical difficulties. Gray proposed to elim- 
inate the middle man, to fix wages, to fix prices, to inaugurate a 
new currency system, changes which would all be effected ‘ easily 
and quickly.’ His standard money, of no intrinsic value, was a 
kind of fiat money, and yet Gray expected men to accept it in 
payment for gold and silver.** Since the established price of 
labor could not be altered, Gray made wo adequate allowance for 
the facts of mechanical improvements or increased and varying 
efficiency. The labor aspect of his system was indeed rigid. 
Moreover, he overlooked the influence of the velocity of money 
on purchasing power. The plan was well called “ simplicity sim- 
plified,” since Gray neglected to foresee all the practical difficul- 
ties which it engendered. 

The proposed reform, however, was interesting for two reasons. 
In the first place it shows that Gray was trying to avoid the diffi- 
culties of falling prices and currency shortage. “The want of 
money—a story in everybody’s mouth—is a great evil,” ** he had 
written, and he was trying to show how that evil could be reme- 
died. If people lacked purchasing power they would not buy 
goods even though they needed them, and as sales fell off pro- 
ducers would cut down production. It was the lack of purchasing 
power which kept production from becoming the cause of- demand. 
Gray proposed to keep an abundant supply of purchasing power 
in the hands of the consumers. Money would expand at the same 
rate as commodities. Too much money relative to products means 
high prices and low purchasing power. Gray attempted to estab- 
lish a mean position by making the standard notes increase in 
proportion to the amount of labor expended in production. The 
supply of money would consequently equate the supply of goods, 
a desirable objective. 

In the second place, Gray’s monetary reform is interesting be- 


84Gray thought that he had solved that difficulty by making the labor 
notes exercise a command over goods; he wrote: “ The money—standard 
bank-notes—to be thus offered by the banks in payment for such gold and 
silver as they may require, will consist of orders upon the British market 
for whatsoever that market may contain. Land, houses, corn, cattle, and 
merchandise of every sort it will contain.” (Lectures on the Nature and 
, Use of Money, op. cit., pp. 181-182.) 

85 John Gray, The Soctal System, op. cit., p. 24. 
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cause it aimed at price stabilization. Since the price of labor was 
to be fixed, and since goods were valued at labor cost, the value 
of commodities would be uniform in the market. As long as 
products continued to cost the same amount of labor in production, 
their price would remain stable. Only when the quantity of labor 
was varied could the price vary. By keeping the labor factor 
constant, price would not fluctuate. In this system there could 4 
never be an era of falling prices and ruined markets. It is to } 
Gray’s credit that he at least realized the problem of price fluctua- vy 
tion and the difficulties of variations in the purchasing power of ; 
money. His reform hardly solved those difficulties, but he was a4 
at least wotking on a problem that needed solution. 

4 


Despite the fact that his plan was a poor cure for the evils 
which it proposed to remedy, it is only fair to Gray to show that 
his analysis of the monetary errors of his day contained a good 
bit of solid wisdom. 


itil 


PART III: JOHN GRAY’S POSITION IN THE HISTORY 
OF ECONOMIC DOCTRINES 


a CHAPTER VIII 
Joun Gray’s RELATION TO OWEN AND THE RICARDIAN 
SOcIALISTS 


Before making a final appraisal of John Gray’s economic doc- 
trines, one must see how he stands in relation to the other socialist 
writers of that same period. The Ricardian socialists include 
Charles Hall, William Thompson, Thomas Hodgskin, and John 
Bray; these men, as well as Gray, are considered pre-Marxians. 
It is well to see wherein they agree and wherein they disagree. 
Robert Owen is not one of this group, but since he too had his 
theories of social reform, he cannot be omitted. 

Need for a renewal of society—The early English socialists 
agreed that society needed to be renewed, although each one had 
a slightly different analysis of the difficulty. Hall, for instance, 
felt that the errors in society were the “ effects of civilisation.” A 
small number of men had gained possession of the land and its 
produce, and consequently they had command over the labor’ of 
others. They made laws, secured property and obtained wealth. 
Such are the effects of civilization: a few men appropriate all 
possible means of enjoyment to themselves at the expense of the 
bulk of mankind, whom they deprive of the necessities and com- 
forts of life. These latter are “ reduced both corporally and men- 
tally far below the most savage and barbarous state of man.” * 
And this is civilization, says Hall in tones strangely like those of 
Veblen in The Theory of the Leisure Class. 

To Thompson, the difficulty was primarily one of distribution. 
He, like Gray, saw that poverty and misery abounded, and he 
wished to have those conditions removed. Since the present 
system was one of insecurity, it needed to be replaced by one 
which would give security to its members. There was an im- 
portant difficulty to be faced: the reconciliation of equality with 


1Charles Hall, The Effects of Civilisation on the People in European 
States (London: Printed for the Author, and Sold by P. Ostell, 1805), p. 
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security, of just distribution with continued production, was the 
“cruel dilemma,” ? which Thompson tried to solve. 

Owen also saw the defects of the society of his day. His 
criticisms are cast in almost the same words as Gray used. Society 
was in error, Owen felt; its institutions should secure happiness 
for the greatest number of human beings; instead, those same 
institutions were destructive of happiness.’ The trading system 
was especially at fault. One of the consequences of the system 
was to give a surplus of wealth and power to the few, and to 
inflict poverty on the many.* Owen wished to introduce a system 
of co-operation to combat those errors. Society, he maintained, 
must be rebased, reorganized, reclassified, and reconstructed in 
all its parts, ‘to be in unison with the principles upon which the 
new order of society is based, that it may form one consistent 
whole.” ® 

In like manner, Bray was dissatisfied with the society he found. 
“THE PRESENT ARRANGEMENTS OF SOCIETY MUST 
BE TOTALLY SUBVERTED,”® he wrote indignantly. The 
institution of private property was responsible for most of 
society’s ills. A new society more in accordance with the prin- 
ciples of justice and rationality should be founded. The old 
system generated inequality of wealth and power, and kept man 
from attaining equality of social rights.’ Gray had spoken of 
annihilating the causes of evil; it was useless merely to apply a 
remedy—the whole system had to be entirely uprooted. Bray 
echoes his predecessor’s idea when he writes, ‘ Unless men dis- 


2 William Thompson, An Inquiry into the Principles of the Distribution of 
Wealth most conducive to Human Happiness; Applied to the Newly Pro- 
posed System of Voluntary Equality of Wealth (London: Printed for 
Longmans, 1824), p. xiv. 

3 Robert Owen, Discourse on a New System of Saciety (Washington: 
Printed by Gales and Seaton, 1825), p. 5. 

4 Ibid., p. 14-15. 

5 Robert Owen, Manifesto of Robert Owen (Washington: Printed at the 
Globe Office, 1844), p. 4. 

6 John Bray, Labour’s Wrongs and Labour's Remedy (Leeds: Published 
by David Green, Briggate, 1839), p. 17. 

1 Tbid., p. 108. 
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cover and remove causes, they can never escape from conse- 
quences,” ® and again: 


the producers have nothing to do with the alleged 
sacredness of established institutions; they have merely 
to determine whether it be not possible to change that 
social whole which keeps them poor as well as that gov- 
ernmental part which oppresses them because they are 
poor.® 


Bray, then, advocated a break with the past and all of its re- 
strictions. He was as outspoken as Owen in his plea for social 
change. There was nothing sacred about the old order of things; 
it had served its purpose and should give place to the new. Men 
could progress only by cutting loose old ties. Men have made 
little progress because they have accepted the world as they found 
it. Moreover, governing institutions have ways of perpetuating 
themselves, and consequently men are discouraged from bringing 
about any change in them. But, says Bray, after reviewing these 
facts, “If a social change be a gigantic one, so, likewise are the 
evils mighty which require to be removed.” *° He realized that 
social change was inevitable; it was indeed on its way, although 
unfortunately too many groups were interested in bringing it 
about. There was a lack of unity because of the very multi- 
plicity of remedies, and he would have had them all blended into 
one.”* 

Utilitarianism.—Probably the one point on which Thompson, 
Bray and Gray were most in agreement was that of their utilitar- 
ianism. Thompson was, of course, the most utilitarian of all in 
his endeavors to secure equality of happiness for all men. But 
even though the others did not pursue the point with the same 
detailed analysis, they were nevertheless certain that man was 
made for happiness, and that the aim of society should be to 
secure that happiness. “Men cannot be happy,’ Thompson 
wrote, “ without the physical means of enjoyment, which in all 

8 Ibid., p. iv. 

9 Tbid., p. vi. 

10 Jbid., p. 11. 
11 [bid., pp. 16-17. 
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civilized societies consist chiefly of objects of wealth.” ** It is 
the duty of society to provide those means for its members. Hap- 
piness to Thompson meant a continuous state of well-being.?® 
He believed, moreover, that all members of society were capable 
of enjoying equal portions of happiness.1* He would, then, con- 
struct a system from which perfect equality of happiness would 
result, a task intrinsically beyond any man’s achievement. It is 
interesting to note, however, that his reforms flowed from the 
“greatest happiness principle” as did those of Gray. 

Bray too thought in terms of happiness. On this point he 
might well have been influenced by Gray since his argument runs 
in the same vein.~ Gray had argued that since society was the 
natural condition of mankind, if it produced unhappiness either 
God destined man to live unhappily, or man had yet to discover 
the right principles on which to found society. Bray’s argument 
is so much like Gray’s that it must be given in its entirety: 


It requires no argument to prove that man was in- 
tended by his Creator, to live in a state of society or 
communion with his kind; and if society, in its present 
state, inflicts upon any of its members as many wrongs 
as it confers benefits, it cannot from hencé be inferred 
that the principle of communion is necessarily attended 
by these wrongs and sufferings; it is far more rational, 
and more in accordance with the perfect adaptation of 
other means to other ends, to conclude that we do not 
act properly upon this principle; for man is much more 
likely to err in following, than nature in directing. 


Bray felt that the object of man was to obtain the greatest 
possible amount of enjoyment with the least possible pain; every- 
thing which worked toward that end must itself be good.**¢ He 
had no doubt that once his plan was put into operation, “ it would 
tend to the speedy progression of the human race towards the 
ultimate degree of happiness and perfectibility by which all 

12 Thompson, op. cit., p. ix. & 

18 [bid., p. 17. 

14 [bid., p. 21. 

15 Bray, op. cit., p. 22. Compare with John Gray, A Lecture on Human 
Happiness, op. cit., p. 5. 

16 Bray, op. ctt., p. 83. 
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finite things are bounded.” 7 And so he too believed that happi- 
ness was the norm by which the good society should be judged. 

From this summary it is evident that Gray was not unique in 
his plea for social change, nor in his criticism of society because 
it failed to provide happiness. Other writers of the day had 
these same ideas, and their arguments tended towards a renewal 
of society and its institutions. 

Abolition of competition.—In looking at institutions, Thompson, — 
Owen, and Bray felt that the institution of competition should be 
abolished. Thompson took time to enumerate the five most prom- 
inent evils embodied in the competitive system: it retained the 
principle of selfishness; it paralyzed the productive powers of 
wealth ; it led to unprofitable and injudicious ‘modes of individual 
exertion; it afforded no adequate resources for security in time 
of sickness or old age; and it obstructed the progress of useful 
physical and moral education.# For these reasons, Thompson 
would abolish the system of competition, and put in its evil stead 
a co-operative system. 

Owen also criticized competition. The economists, he wrote, 
have made competition the cornerstone of the social system, and 


From this principle of individual interest have arisen 
all the divisions of mankind, the endless errors and mis- 
chiefs of class, sect, party, and of national antipathies, 
creating the angry and malevolent_passions, and ail the 
crimes and misery with which the human race have 
hitherto been afflicted.?® 


17 [bid., p. 169. 

18 Thompson, op. cit., p. 369. Competition paralyzed the productive powers 
of wealth because that system excluded one-half of the human race, ie., 
women, through the present “ mischiefs of individual family agrangements.” 
(Ibid., p. 369). Thompson was the great advocate of woman’s emancipation. 

19 Robert Owen, “Report to the County of Lanark,” A New View of 
Society and Other Writings of Robert Owen, ed. G. D. H. Cole. (Lon- 
don: J. M. Dent and Sons, 1927), p. 269. “ This principle of individual 
interest, opposed as it is perpetually to the public good, is considered, by the 
most celebrated political economists to be the corner-stone to the social 
system, and without which society could not subsist. 

“Yet when. they shall know themselves, and discover the wonderful 
effects which combination and union can produce, they will acknowledge that 
the present arrangement of society is the most anti-social, impolitic, and 
irrational that can be devised.” 
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Since competition was so baneful, Owen would destroy it, and 
let co-operation fill the place of honor which it once occupied. 

Bray also could see no good in the ‘‘ ever warring principle of 
competition.” Competition, as the result of self-love, led to a 
perpetual state of dissension. It caused a division of interest, and 
operated in such a way that the gain of one was the loss of 
another.”° 

Class distinction.—Closely allied, though not identical, with the 
principle of competition is the division of society into classes. 
Competition may be between merchants selling similar products, 
between capitalists and laborers, or between producers and con- 
sumers. In whatever way it is considered, competition apparently 
will enhance the divisions between classes in society, if those 
divisions already exist. The Ricardian socialists regarded society 
as a class society, and they criticized it on that basis as well 
as on the issue of competition. 

Hall was perhaps clearest in his exposition of this point. The 
people are divided into two orders, rich and poor, and whereas 
the former have all that they need for amenable living, the latter 
lack the bare essentials.2!_ The interests of rich and poor are, 
moreover, definitely opposed. ‘The situation of the rich and 
the poor,” Hall writes, “like the algebraic terms plus and minus, 
are in direct opposition to, and destructive of each other.” 
Wealth is synonymous with power, so that in the present order of 
society, the rich possess control. Not only do they control those 
things which are in their immediate power, but those also, like 
the labor of the poor, over which they should have no right what- 
ever. In explaining this last point, Hall utilizes the concept of 
productive and unproductive labor. ‘‘The poor man produces 
by his labour almost everything that the rich man eats, drinks, and 
wears”; whereas, “ The rich man produces nothing for the use 
of the poor man, or for himself.” 25 And again, “ The rich are 
employed in the consumption, not in the production of things.” * 


20 Bray, op. cit., pp. 117-118. 
21 Hall, op. ctt., pp. 2-28. 

22 Ibid., p. 67. 

23 Ibid., p. 100. 

24 Ibid., p. 103. 
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This is much like the indictment which Gray would make in later 
years. The rich man paid nothing, but received all. Thus Gray 
described the situation. 

Thompson concerned himself with two classes, the producers 
who had a surplus of the articles of production, and the non- 
producers who, failing to produce anything, had to find some 
meahs of giving an equivalent for what they needed.?> That 
was the non-producers’ problem; it was one which Thompson 
would explain more fully when he came to the discussion of rent 
and interest. a 

When Bray took up the question of the division of interests, 
he concluded that the existence of “ superiors” and “ inferiors ” 
caused a blight on the happiness of man. ‘“‘ Tyranny is the same 
throughout the whole world,” he wrote, “and it all arises from 
the same source—the division of society into classes and castes.” ?6 
A class society meant to him as it did to Hall, that there was a 
class to do the labor, and a class to control the labor, i.e., the poor 
and the rich.27. Although the useless members of society pto- 
duced nothing, they reaped the fruits of the industry of the 
producers. Bray felt that one party gave all, while the other 
took all; this was the root of the injustice of inequality.*® 

Hodgskin also made use of the distinction between productive 
and unproductive labor. He had comparatively little in common 
with the other Ricardian socialists, but on this point he was in 
agreement. Those who do not labor for what they consume are 
able to secure a legal right to receive these goods. But if they 
did not have such a claim, much more would be left for the 
laborer to enjoy.”® 

From the foregoing summary, it seems safe to conclude that 
Owen, Thompson, Gray and Bray all objected to the competitive 
system because it was inefficient and wasteful. Hall, also, re- 
gretted the division of society into classes, since such a division 


25 Thompson, op. cit., p. 95. 

26 Bray, op. ctt., p. 20. 

27 Ibid., p. 21. 

28 Ibid., p. 23. 

29 Thomas Hodgskin, Popular Political Economy. Four Lectures De- 
livered at the London Mechanics’ Institution (London: C. Tait, 1827), p. 117. 
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put the rich in control of the whole social order. In their analyses 
all made some reference to productive and unproductive labor, but 
it seems that Gray leaned more heavily on that point than did his 
contemporaries. 

Labor theory.—In every case, the discussion of productive and 
unproductive labor leads directly to the labor theory of value, 
and in this respect the Ricardians reached another point of agree- 
ment. Hall, the least precise in his formulation of the labor 
theory, did not prove that theory, but rather stated it, assuming 
that it had been proved. His main concern was the fact that 
although the laborer was entitled to the whole produce, he did 
not receive it; he received wages instead. Some might insist that 
these wages were the equivalent of his labor, but that contention 
is not true, says Hall, because . 


the wages of the labourer are not the fruits or pro- 
duce of his labour, . . . buf the price the master has 
agreed to give, and what the workman in most instances, 
is compelled to take for or in lieu of the whole produce 
of his labour.*°_ 


Because the laborer is in a position of dependence, he must accept 
whatever the employer gives him, or be forced to go without the 
necessities of life. The wage contract is not a “ voluntary com- 
pact equally advantageous on both sides, but an absolute com- 
pulsion on the part of the masters... .”°* Gray had spoken of 
a “nominal system of liberty” and an “actual system of slav- 
ery”; °? Hall held the same view. 

Hall also used the labor theory of value, and the right to the 
whole produce, as the basis of his attacks on the injustice of the 
economic system. The total produce of labor is three hundred 
and twelve millions, he points out, and yet the poor are being 
deprived of their rights; it is unjust to allow this system to con- 
tinue, for, Hall concludes, “It is surely an essential part of 
liberty to enjoy the full fruits of one’s own labour.” ** 


80 Hall, op. cit., p. 121. 
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Thompson embraced the labor theory of value also. Labor is 
the sole parent of wealth; the amount of labor expended or saved 
in objects of desire is what makes them articles of wealth.** But 
there is one difficulty which he sees in the labor theory of value. 
Labor may be the sole measure of value of an article of wealth, 
but in some cases it is not an accurate measure.*®* It is hard to 
judge just how much labor has been consumed in producing a 
certain article; Thompson knew that such an estimation entailed 
a difficult problem. He also realized that there is a conflict be- 
tween the right to the whole produce and the doctrine of equality. 
Settling this problem meant reconciling two irreconcilables; if 
every man were entitled to the ownership of what he produced, a 
communistic system would be impossible. Thompson, however, 
settled the dilemma by stating that even though the laborer had 
a right to the whole product, he could, for the general good, “ vol- 
untarily agree before production to equality of remuneration.” °° 
This was the solution—once again, man’s assumed unselfishness 
would save the day. 

Hodgskin and Bray both supported the labor theory of value; 
both held that all wealth is created by labor; labor is the “ original 
purchase money ” which is paid for everything.*” To them labor 
was the all-important factor of production, and they extolled it 
in terms as glowing as those used by McCulloch. “ Labour, en- 
lightened, well-directed labour, converts the sterile rock into a 
fertile field; and it is no exaggeration to say that it gafhers bread 
from the salt wave. .. .” *§ wrote Hodgskin. Since commodities 
are the product of labor, they must exchange.for one another 
according to the quantity of labor required to produce them. 
Labor determines the relative value of commodities.*® ve 

When these writers came to the subject of distribution they 
all drew the same conclusion: wage rates were less than the value 
of the labor expended on the product; rent and interest were 

34 Thompson, of. cit., p. 7; p. 15. 

85 Thompson, op. cit., p. 15. 


86 William Thompson, Labour Rewarded. (London: Printed for Hunt 
and Clarke, 1827), p. 37. 

87 Hodgskin, Popular Political Economy, op. ctt., p. 19; Bray, op. cit., p. 33. 

38 Hodgskin, Popular Political Economy, op. cit., p. 16. 
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unjust exactions, since land and capital did not create any value. 
Almost all of the Ricardian socialists viewed the matter from 
the point of view of exchange, and argued that unequal exchanges 
between the laborer and the capitalist led to injustice. 

Distribution: Wages.—The wage contract, Hall had contended, 
was not equally advantageous on both sides.*° It was bound to 
be one-sided because the capitalist had more power than the 
laborer. The rich man desired to get as much work from the 
poor man, and pay as little for it, as he could. It was to his 
interest to make wages as low as possible, for “the less of the 
product of his labour, the labourer himself is suffered to consume, 
the more is left to his employer to take to himself.”41 The 
laborer’s loss was thus the capitalists’ gain; wages, from the very 
nature of enterprise, were bound to be low. 

Thompson also realized that fact. The remuneration of pro- 
ductive labor, he felt, would be kept ‘‘at the lowest compatible 
with the existence of industrious habits.”‘? Wages were not 
determined according to just principles. The factors of supply 
and demand exerted their influence on wages so that in the end 
they stood at levels determined by market conditions, rather than 
by conditions of the difficulty or utility of work.“? 

Thompson would have settled the wage question with the prin- 
ciple of equality, which would secure justice, since every man 
would receive at least his due. 

Hodgskin also believed that wages were kept at subsistence 
levels because of the nature of profits. In this he followed Ri- 
cardo’s analysis: wages and profits varied inversely. The interest 
of the capitalist was thus opposed to the interest of ,the laborer.“ 
Both would try to take as much as possible; power would be the 
deciding factor. Since the lower limits of wages would be set by 
the amount of food which the laborer needed for subsistence, 
wages would not go lower than that level, though they had a ten- 


40 Hall, op. ctt., p. 72. 

#1 Ibid., p. 111. 

42 Thompson, Dtstribution of Wealth, op. ctt., p. 171. 

43 Thompson, Labour Rewarded, p. 33. 

44 Hodgskin, Labour Defended Against the Claims of Capital (London: 
The Labour Publishing Company, Ltd., 1922), pp. 27 ff. 
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dency to approach it. Low wages greatly restricted the laborer’s 
choice of commodities, and sometimes made it impossible for him 
to re-purchase the products of his labor. Hodgskin showed that 
he realized the difficulty in the price discrepancy between what 
was paid as wages and what was charged for goods; products 
sold for a price greater than the value of the labor they embodied.. 


The real price of a coat or a pair of shoes, or a loaf of 
bread . . . is a certain quantity of labour. . . . But for 
the labourer to have either of these articles he must give 
over and above the quantity of labour nature demands 
from him, a still larger quantity to the capitalist.‘ 


Hodgskin held that there was a certain injustice in the economic 
world because of that price discrepancy. Labor, the principal 
factor of production, was ill paid; moreover, the laborer’s posi- 
tion, from the very nature of the price system, was bound to be 
one of poverty. 

Bray viewed the matter similarly. Arguing from the labor 
theory of value, he held that equal labor should exchange for equal 
labor, for only then would commodities be of equal value in the 
act of exchange. - In such a system, exchanges would be mutually 
beneficiak But what of the exchanges between the capitalist and 
the laborer?—are they equal? No, said Bray, using his own 
figures : 


the workmen have given the capitalist the labour of a 
whole year, in exchange for the value of only half a 
year—and from this, and not from the assumed inequal- 
ity of bodily and mental powers in individuals, has 
arisen the inequality of wealth and power which at 
present exists around us.*¢ 


His analysis of the situation hinged on the distinction between 
productive and unproductive labor. John Bray, like John Gray, 
felt that every man must give the equivalent of what he con- 
sumes. But the capitalist and the landlord produce nothing by 
their labor, and they lack an equivalent to give for the products 


45 Tbid., p. 75. 
46 Bray, op. cit., p. 48. 
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they need. The capitalist gives no labor—he does not work. If 
it be said that he gives his capital, that too is an incorrect state- 
ment, because his wealth was originally obtained by the labor of 
the workman. And, says Bray, in accents which even Marx could 
not surpass: 

) 


The whole transaction, therefore, between the producer 
and the capitalist, is a palpable deception, a mere farce: 
it is, in fact, in thousands of instances, no other than a 
barefaced though legalized robbery, by means of which 
the capitalists and proprietors contrive to fasten them- 
selves upon the productive classes, and suck from them 
their whole substance.*” 


This passage certainly shows that Bray would willingly dis- 
pense with the services of both the capitalist and the landlord. 
They were continually getting something for nothing, and Bray 
would put an end to the benefits which they were reaping from a 
hapless and dependent group in society.4® Bray considered rent 
and interest unjust payment; neither land nor capital was entitled 
to any remuneration, since labor was the sole factor of production. 
Capital too was unproductive. Knowledge, labor, and skill were 
necessary in order to have and to use fixed capital. “ Without 
these it could not be made, and then it would be less productive 
than the clod from which its materials spring, or from which they 
are fashioned by the hand of man.” *® Hodgskin would thus 
eliminate rent and interest. He felt, as Werner Stark writes, 
that land and capital were the servants, and not the equals of labor. 
Their productive contribution is “an element of costs merely in 
so far as labour was necessary to create it.” °° 


47 Ibid., p. 50. 

48 Ibid., Bray, in discussing particular details of the subjects of rent and 
interest, resorted to statistics—Colquhoun’s—although he did not mention 
Colquhoun’s name. After comparing the figures of what the working man 
receives in comparison with what he ought to receive, he concludes that the 
working classes “are plundered on all sides, and preyed upon by all other 
classes.” (p. 88). His objection to rent sprang in part from his belief that 
all men had an equal right to the earth. (p. 33.) 

49 Hodgskin, Labour Defended, op. cit., p. 59. 

50 Werner Stark, The Ideal Foundations of Economic Thought, p. 57. By 
permission of Oxford University Press, New York. 
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Thompson’s view of rent and interest was the least clear of all. 
He at times spoke of “ forcible abstractions’ from the produce 
of labor, and held that no part of a man’s labor should be taken 
from him unless he were given an equivalent which he considered 
satisfactory.*? The laborer was not always able to withhold his 
product until a just equivalent should be given; he was dependent 
because the capitalist and the landlord were in a sense monopo- 
lists. They owned the raw materials, houses, machinery, tools, 
and land. Those men, moreover, combined to regulate the 
amount of remuneration received by the productive laborers of 
the community. 


[They] possess the faculty of forcing that community 
or any portion of it to starve, whenever, from whatever 
causes the exercise of their industry does not .. . yield 
such a return as will not only give ordinary support to 
the labourers, but also that quantity of the labour to 
themselves, under the name of profits on capital, which 
they have been accustomed . . . to look upon as their 
due.*? ° 


This was the misery of all systems of insecurity: they allowed 
the products of labor to be unjustly given to the capitalist in the 
name of profits. 

Hall, Bray, Hodgskin, and Thompson thus opposed the ideas 
of rent and interest. Their conception of distribution revolved 
around the labor theory of value. Since labor had a right to the 
whole produce, it was unjust to give anything either to the 
capitalist or the landlord. This was precisely Gray’s view, al- 
though he did not keep to his position with any degree of con- 
sistency.** 


51 Thompson, Distribution of Wealth, p. 73. 

52 [bid., p. 422. 

53 Although Hodgskin did believe in the right of labor to the whole 
produce, he did not, as Alexander Gray points out, hold to the full application 
of that right. Since division of labor was an economic fact, it was im- 
possible for one man to produce anything completely by himself. No one 
worker can lay claim to the whole produce because he has only contributed 
to a part of the process. (Labour Defended, p. 83.) To Hodgskin this 
seemed that although labor had a theoretical right to the whole produce, that 
right could never be realized in a complex economic world. In commenting 
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On the whole the English socialists agreed on the several 
points which have been summarized in this chapter. John Gray 
was not alone in his utilitarian philosophy, the theory of value, 
the criticism of low wages, rent and interest. He, like the other 
English socialists, was dissatished with the economic system, 
which favored the rich and oppressed the poor. As it was con- 
stituted, it thwarted the purposes for which society was founded. 
Thus far, Gray was in agreement with his contemporaries. 

There was not so general an agreement on the remedies which 
these writers proposed. They worked out their ideas along lines 
different from the planned production and monetary reforms 
advocated by Gray. 

The reform which Charles Hall proposed was in agrarian 
terms. The earth, he contended, should be for the use of all men 
since its produce was meant to sustain human life. If some men 
took possession of a portion of the earth, thereby depriving others 
of the necessities of life, they were acting unjustly. Hall 
strongly attacked the right of primogeniture for that very reason; 
he wished to abolish it and to re-distribute the land according to 
need.°5> In apportioning the land anew, he planned to abide by 
two principles: “ 1st that each man should labour so much only as 
is necessary for his family and 2ndly, that he should enjoy the 
whole fruits of his labour.” °* These two principles would be the 
means of arriving at the “ happiest State.” 

In working out his plan, Hall was ready to give the State full 
control of the land and the right to distribute it among the entire 
population.5? His scheme was thus an agrarian reform; it was 
communistic in some of its aspects, but since distribution was not 
to be on egalitarian lines, it was not a system of pure agrarian 
communism. 


on Hodgskin’s conclusion, i.e., that no worker can say “this is my product, 
this will I keep to myself,” (Jbid., p. 85), Gray writes: “ This is a just obser- 
vation, and it is a consideration which torpedoes much socialist argument, 
including also some of Hodgskin’s own most effective passages.” (The 
Socialist Tradition, op. ctt., p. 282.) 
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Thompson’s plan was based on the principle of voluntary co- 
operation, and in that respect was similar to Gray’s. Thompson, 
however, went further than Gray; he worked out a detailed plan 
for cooperative associations, which would number from three 
hundred to two thousand men. The bond of union would be 
mutual cooperation to produce the “ greatest quantity of objects 
of wealth contributing to human happiness.” °° The communities 
were to cultivate approximately one acre for each individual; 
houses, furniture, and clothing were all to be produced by the 
community. The members were to be employed alternately in 
manufacturing and agriculture.°® 

The communistic principle figured largely in Thompson’s 
system, for he writes: 


Voluntary cooperation, the voluntary yielding the 
products of individual labor to a common fund, on 
condition of enjoying equally the products of all other 
associated labor implies the most perfect security, as far 
as that transaction is concerned.® 


This was to be his guiding principle, voluntary cooperation and 
" mutual sharing of things. 

Robert Owen also had his reform proposal: 4gricultural villages, 
otherwise known as Owen’s “ parallelograms.” These communi- 
ties were to comprise from 800 to 1,200 people who would be 
given sufficient land for their needs. Each co-operative village 
would be self-sufficient and would contain all that would be 
necessary for community life.* 

The mode of governing the establishments, Owen wrote, would 
depend on the members. But he adds, “ In a short time the ease 
with which these associations will proceed in all their operations 
will be such as to render the business of governing a mere recrea- 
tion.” °? And so it would come to pass that the spirit of harmony 
and cooperation would animate the communities. The failure of 


58 Thompson, Distribution of Wealth, op. ctt., p. 387. 

59 Ibid., p. 388. 

60 Tbid., pp. 391-392. 
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the New Harmony scheme must have been a disappointment to 
him. 

Owen also argued for a change in the standard of value. He 
like Gray, believed that money of no intrinsic value should be in 
circulation. Labor, he held, was the natural standard of value, 
and thus it should be the practical standard of value as well. 
Labor notes and a labor exchange would be the means towards 
making labor the practical standard of value in a reformed 
society.®* 

To make labor the standard of value, Owen realized that it 
would be necessary to perform the difficult task of determining 
the amount of labor embodied in all articles. The “ prime cost,” 
ie., the net value of a product, is actually its cost in labor. Ina 
Labor Exchange, the officials would Shave to estimate the amount 
of labor in products, i.e., the prime cost of commodities, and see 
that the exchanges were made according to the labor cost price of 
each article. Owen gave this idea a practical test in 1832 with 
the opening of the National Equitable Labour Exchange in Lon- 
don. There, each member of the cooperative society deposited 
the product of his labor and stated the number of hours of work 
that it had cost him. He was then paid this price in labor notes; 
these could in turn buy other products in the exchange. The 
National Equitable Labour Exchange was not a practical success; 
it was easy to make mistakes in estimating labor time, and 
members were prone to overstate the hours, or deliberately to 
mis-state them. Because of the human factor in Owen’s equation 
it became necessary to have officials charged with making the 
estimations for the Exchange, and these men soon found them- 
selves reversing Owen’s scheme, since they put a money value on 


68 Jbid., p. 262. “To make labour the standard of value it is necessary to 
ascertain the amount of it in all articles to be bought and sold.” 

64 Ibid. “This is, in fact, already accomplished, and is denoted by what 
in commerce is technically termed ‘the prime cost,’ or the net value of the 
whole labour contained in any article of value,—the material contained in 
or consumed by the manufacture of the article forming a part of the whole 
labour.” 
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the products first and then translated it into labor time at so much 
per hour. Such a procedure defeated the whole idea behind the 
exchange. Outside traders, moreover, were permitted to enjoy 
the privileges of the Exchange; they succeeded in foisting worth- 
less products on it, making off with other products which they 
bought with their labor notes. The exchange was soon cleared 
of all good products, and only the undesirable objects remained.® 
Because of the failure of the project, Owen was forced to give it 
up. In all probability, John Gray’s system would have come to 
grief in the same way. 

Thomas Hodgskin’s criticisms of economic society and its insti- 
tutions did not lead him to condemn all of those institutions when 
he was thinking of reform. Because he firmly believed in the 
principle of laissez-faire, he avoided any scheme which would 
interfere with the operation of that prisfciple. Laissez-faire, as 
Werner Stark remarks, governed all of Hodgskin’s thinking: 
from the spontaneous course of events, “he expects even the 
restoration of the original order of human coexistence in which 
the good things of the earth were distributed according to merit 
and justice, that is to say, in a way which guaranteed universal 
harmony.” *? Hodgskin, because of his devotion to laissez-faire, 
differed sharply from Gray and the other Ricardian socialists. 
They argued in terms of social change, of an uprooting of the old 
order and the founding of a new regime. Their hope was for 
the establishment of a form of cooperation which would eliminate 
the evils of competition. Their socialism was a form of associa- 
tionism, whereas Hodgskin to the end remained an individualist. 
He was an anarchist; in the final showing he stood quite apart 
from the other Ricardians. 

John Bray’s reforms embraced two points: a monetary and 
a socialist reform. His monetary reform, in its principle, was 
much like that of John Gray. The essential of a medium of 
exchange, Bray wrote, is that “money . .. should be in sufficient 
quantity to represent the whole of the national fixed capital... . 


66 The best discussion of the mistakes made by Owen in his Labour Ex- 
change is given by M. Gide: (A History of Economic Doctrines, trans. 
R. Richards [New York: D. C. Heath and Co., n.d.J, pp. 241 ff. 
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The real or inherent value of the circulating medium itself is a 
matter of no moment.” Believing that paper possessed all the 
requisite qualities of an efficient medium of exchange, Bray 
consequently advocated the adoption of a paper currency. He 
also planned the establishment of a national bank to create the 
currency and to issue it to the managers of the various companies 
in proportion to the productive output of each company. In all 
of this he expected to have the supply of money remain within the 
limits of the existing capital.*° The supply of goods and services 
would always be balanced by the supply of purchasing power; 
confusion, gluts, unemployment, and poverty would be eliminated. 
Production, and consumption would be adjusted and “would har- 
moniously work out their common results.” 7° 

It is possible that Bray worked out his plan independently, and 
yet there are points in it which seem to be a repetition of Gray’s 
principles and ideas. The whole raison a’éire of Bray’s currency 
reform, a deficient money supply relative to goods, and the need 
to unite production and currency issuance through a national 
bank, was also an idea dear to Gray’s heart. The resemblance 
between the two plans may be coincidental; yet since Gray pub- 
lished his book first, Bray was probably familiar with it. If he 
was, he certainly borrowed its ideas freely. His plan, however, 
was more on the model of a joint stock company. From one 
hundred to one thousand men were to form a company devoted 
to one trade or to the production and distribution of one com- 
modity. Each company would have the use of land and fixed 
capital which had been purchased from the original owners. 
Products were to be valued in labor time, and -value would be de- 
termined by cost of production, labor being the one factor of 
production. A general board and several local boards of trade 
would regulate production and distribution; these boards were to 
work in conjunction with the national bank.”* Gray, unlike 
Bray, refused to consider his “ system” as being a joint stock 
company. \ 


68 Bray, op. cté., p. 142. 
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Thus the plans of the Ricardian socialists represented different 
approaches to the economic and social problems of the day. Hall 
argued for agrarian reform, and modified State control. Thomp- 
son wanted cooperative villages and communism. Owen built his 
plan on cooperation and labor notes. Hodgskin relied on laissez- 
faire, entirely eliminating control. Bray advocated money reform 
and the establishment of joint stock companies. Although all of 
these plans had something in common with Gray’s “ Social 
System” there were important differences. They agreed to a 
certain extent on the ultinate goal, the reform of social ills; they 
certainly disagreed about the best method of achieving that goal. 


CHAPTER IX 


Joun Gray’s RELATION TO THE CONTINENTAL SOCIALISTS 


Although the early English socialists did not subscribe to a 
unified plan of reform, they at least agreed on the fundamental 
concepts of socialism. Because of that agreement there is among 
these writers a relationship traced in the last chapter. 

There is a similar relationship between the English socialists as 
a group and the French and German socialists of the same cen- 
tury. That is to be expected. All socialists are bound to have 
something in common, since they are dissatisfied with the present 
order of things and long for a better and a happier world. The 
early socialists worked along different lines, yet there are places 
where the lines converge, where one can find a marked agreement 
in their various social theories. It is the purpose of this chapter 
to see the relationship between John Gray’s socialism and that 
of the continental writers. Sismondi, although not a socialist, 
has been included, for as one of the first to protest against the 
doctrines of the classical school, he is a pioneer of social reform 
and the forerunner of the socialists. 

As early as 1819, Sismondi had been impressed with the 
unequal distribution of wealth, a particular phenomenon which 
had not been the concern of classical writers. They could view 
economic facts with a kind of sang froid which seems to have 
made them insensible to some of the grim realities inevitably 
consequent upon the operation of natural laws. Their insensi- 
bilities have been greatly overstressed; a perusal of the corres- 
pondence of either Ricardo or Malthus will make one realize that 
they were not completely unfeeling on the subjects of poverty 
or unemployment. It must be admitted, however, that the poverty 
of the masses was by no means their first concern. They chose 
rather to interpret the facts of the economic world, and then, if 
there was time, to discuss these other things. To them economics 
was the science of wealth and not of human welfare. 

Sismondi, on the contrary, was disturbed by the misery which 
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he saw. He was, as M. Dunoyer has written: “ trés-frappé et 
profondément révolté de cette extréme inégalité avec laquelle les 
fruits du travail se repartissent dans la plupart des pays... .”? 
As he saw the matter, the rich grew richer, and the poor poorer 
because of the system then operating. Since that system made it 
impossible for the poor to better their condition, they continued 
to suffer without hope of alleviation. It was unfortunate that 
they should be the proletarians, the propertyless workers, because 
the more they were deprived of all property, the more were they 
in danger of increasing their numbers not only beyond the demand 
for workers, but also beyond subsistence levels.? Sismondi sym- 
pathized with the workers and deprecated the fact that society 
was stratified into two classes: the possessors and the proletarians, 
or more simply, the rich and the poor. 

He saw clearly that the well-being of the poorer classes was at 
stake. That well-being should be secured by the government, but, 
it should also be the object of political economy.’ Such a view 
was indeed new. Since the welfare concept of economics had 
not been developed, it was an innovation to entrust the task of 
securing human welfare to the economists. Gray adopted the 
same view a few years later. 

Sismondi also believed in planned production, but his argument 
for planning was not like that which Gray developed. Sismondi 
did not believe in the law of markets. In his mind, consumption 
was not equated with production, because the former was limited 
by several factors. By consumption he meant the purchase of 
goods, and goods were purchased with the money obtained by 


1B. C. Dunoyer. “ Review of : Nouveaux Principes d'Economie Politique, 
ow de la richesse dans ses rapports avec la population seconde édition,” 
Revue Encyclopédique, XXXIV (juin, 1827), p. 616. 

2 Jean Charles L. Simonde de Sismondi, Nouveaux Principes d’Economie 
Politique (Paris: Delaunay, 1819), IT., p. 262. 
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work, But the workers’ wages were never high; they were kept 
at low levels, since the workers had to accept the conditions and 
terms imposed upon them. Therefore, it was impossible for the 
proletarian freely to procure all the goods which he might desire ; 
his needs were necessarily limited. In view of that limitation, it 
was impossible for the market to expand indefinitely. Production 
ad infinitum would not be met by consumption ad infinitum. It 
was folly to let production go forward without some specific 
planning for possible needs. Production was not the cause of 
demand, Sismondi insisted (along with Malthus) ; demand was 
the cause of production. Unless it preceded and determined the 
amount to be produced, the market would be glutted with goods.® 

Since Sismondi feared over-production because the workers’ 
consumption was limited, he saw only one remedy for the diff- 
culty: planned production. Unless some body were charged with 
the duty of calculating the amount to be produced, periodic gluts 
would occur. Sismondi felt that it would be best to confer such 
powers on the government. The economists might have insisted 
that each man knew his own interest better than the government, 
but Sismondi sharply disagreed with them. The government, he 
wrote, should exercise on production “une action régulatrice et 
modératrice”’;*® by determining how much should be produced it 
could maintain the balance between consumption and production. 
In arguing for planned production, Sismondi initiated the course 
of action which Gray was to follow. Gray, however, went further 
than Sismondi; the latter’s planning body was not the powerful 
Chamber of Commerce which Gray envisioned, nor was it to be 
the hub of a “commercial state.” Sismondi, nonetheless, in his 
belief that production should be subject to salutary limitations, 
was willing to empower the government to impose such limitations. 

In adopting this view, Sismondi showed himself at variance 
with the accepted view of laissez-faire economics. He failed to 
appreciate the so-called harmony in the economic world; de- 
mand and supply were obviously not always in balance. There 


4 Ibid., 1, p. 92. 
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were times when the supply was greater than the demand, and 
when that state occurred it inflicted great suffering on certain 
classes. In time, equilibrium would be restored, but not before 
the poor had experienced a good deal of suffering. In view of 
that fact it was imprudent to let production proceed at the will 
of producers. Far better would it be to let the potential demand 
determine the amount to be produced. Although the regulation 
of demand should be one of the duties of the government, Sis- 
mondi did not want the government to assume an absolute control 
leaving no room for private preperty and free enterprise. He 
merely wanted to subject both to a beneficial form of regulation. 
This last point marks the main difference between Sismondi and 
Gray. Although Gray’s plans show traces of Sismondi’s main 
ideas, it is clear that Gray went a good deal further than Sismondi 
ever intended to go. 

Saint-Simon was more of a socialist than Sismondi, even though 
his socialism was far from being the full-blooded variety of a later 
day. It was the Saint-Simonians who carried the socialist ideas 
of the master to a fuller development, so that Saint-Simon is 
frequently credited with more radicalism than he himself actually 
represented. 

In his case (ruling out the impetus which his teaching gave to 
the social movement in France), the title “ socialist ” rests mainly 
on his enthusiastic treatment of industrialism. Living as he did 
during a period of increasing economic activity, he formulated 
his plan in keeping withthe most significant trend of the times.’ 
With the Industrial Revolution in full swing, it is small wonder 
that industrialism became his watchword. And if industrialism 
implies anything it is production, or, more personally, producers ; 
for these Saint-Simon had words of highest praise. 

In L’Organisateur he makes an open declaration of his esteem 
for the productive members of society, and of his disdain for the 
non-producers. This declaration is contained in the justly famous 


? The socialism of Saint-Simon, writes M. Rist, “is rather the naive ex- 
pression of juvenile enthusiasm in the presence of the new industrial regime 
begotten of mechanical invention and scientific discovery.” (Gide and Rist, 
op. cit., p. 201.) ; 
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“ Parable of Saint-Simon.” * Having supposed the destruction of 
thirty thousand of the most important members of society (the 
Royal family, members of the government, etc.), he shows that 
their loss would not cause the State any real sorrow, since it 
would not result in any practical evil for the State.® But should 
the State suffer the loss of its essential producers (another thirty 
thousand or more), the nation would become a “ body without a 
soul.” ?° The producers were the men on whom the State de- 
pended. They were necessary for its prosperity and for its ad- 
vancement. Without them the State would perish. 

Because producers were so necessary to the life of the State, 
Saint-Simon proposed to found a State on the principle of indus- 
trialism; the whole nation should be organized into industrial 
groups. This new State would embody the principle of equality. 
Each individual was to draw from society benefits proportionate 
to his share in the work of the State, i.e., proportionate to the 
amount of capital he contributed and the utility which he pro- 
duced.*? 

The administration of such a State was to be entrusted to a 
triple governing body, La chambre des communes, comprising in 
subsidiary chambres: the chambre d’invention, (civil engineers, 
poets, and writers), the chambre d’examen (physicians, physi- 
cists, mathematicians, etc.), and the chambre d’exécution (the 
executors of the projects). These bodies would see to the details 
of administration. ‘“ Les trois Chambres réunies formeront le 
Parlement nouveau, lequel sera investi du pouvoir souverain, tant 
constitutionnel que législatif.” 1? In this way the people, organized 
on an industrial basis, were to carry on the productive work of 
the State. The “classe industrielle’’ was to occupy the place of 
honor. In describing its worth, Saint-Simon wrote enthusias- 
tically : “ La classe industrielle est la classe fondamentale, la classe 


8 Henri de Saint-Simon, Oeuvres de Saint-Simon et d’Enfantin, Vol. XX, 
L’Organisateur (Paris: E. Dentu, 1869), pp. 17-26. 

9 Ibid., p. 27. 

10 Tbid., pp. 19-20. 

11 Saint-Simon, Oeuvres, Vol. XXII, Du Systéme Industrielle, p. 17. 
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nourriciére de toute la société, celle sans laquelle aucune autre ne 
pourrait subsister.” 1° 

The guiding principle of this new system was to be association. 
In former times the people were regimented and held strictly to 
the will of their leaders. In the new order, united on the coopera- 
tive principle, the industrial bodies were to be democratic units, 
since each member was to be a collaborator in the productive 
process.'* As a result, all would feel the pride of ownership, a 
powerful incentive to industry. These associations, moreover, 
were ultimately to be controlled by the government. Government, 
to Saint-Simon, meant an economic government, which, as M. 
Rist remarks, was to be like a vast workshop, administering 
things rather than governing men.%* The nation was thus to 
resemble a producers’ association, or a producers’ cooperative, 
with all its citizens engaging in some occupation. He sums up 
the result he expects in these words: “ L’objet de l’association 
politique des Francais est de prospérer par des travaux pacifiques, 
d’une utilité positive.” * 

Although Saint-Simon advocated the establishment of a planned 
economy administered by the State, he never went so far as to 
deny the right of private property. His socialism seemed to be a 
compromise ; he wanted the end, regulated production, but he was 
not willing to take all the means to that end. The right'of private 
property established by law, he wrote, is “ the most important of 
all, seeing that it is the basis of our social edifice.” 7 Later on, 
however, he yielded, and even went so far as to declare that 
property should be “reconstituée” and established on a basis 
which would render it most favorable to production.*? The word 
“reconstituée”’ might be interpreted in several ways, but even 
taken broadly it has an ominous ring; it sounds as if Saint-Simon 
might have considered a plan to redivide property more equitably. 


18 Saint-Simon, Oeuvres, Vol. XXXVII, Catéchisme des Industrielles, p 
258 é 

14 Saint-Simon, L’Organisateur, op. cit., p.-150. 

15 Gide and Rist, op. cit., p. 209. 

16 Saint-Simon, Oeuvres, Vol. XXII, Du Systéme Industrielle, op. cit., 
p. 96. 

17 Saih- Simon Oeuvres, Vol. ITI, pp. 43-44. 

18 Saint-Simon, L’Organisateur, op. cit., p. 59. 
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Despite this seeming declaration of his position, Saint-Simon 
never pressed the idea further. His hesjtations on this subject of 
property resemble Gray’s similar vacillations on the subjects of 
rent and interest. As Alexander Gray has aptly remarked, the 
question of private property for Saint-Simon was probably “ an 
issue on which the descendant of Charlemagne had difficulty in 
coming to terms with the ancestor of a long line of socialists.” 
Because he clung to the traditional views on property, Saint-Simon 
cannot be classed as a full-fledged socialist. His reform, a plan 
to establish an industrial State, was socialistic in that it linked 
governmental and economic activity. In the union of the two, 
Saint-Simon hoped to find the solution to the problem of in- 
equality. John Gray also developed the same idea; he wanted to 
found a commercial state, but his socialism was more all- 
embracing than Saint-Simon’s. 

If “the distinctly socialistic elements in Saint-Simon are 
minimal,” 7° that is not true -of the teachings of his disciples, the 
Saint-Simonians. Where the master was hesitant, the disciples 
were positive. The Saint-Simonians declared themselves against 
the institution of private property, and desired to limit its rights 
by severe inheritance laws. They wished government to intervene 
in the matter of inheritance; for government in their eyes was 
the only body which could decide exactly how property should be 
divided and transmitted.2*_ Transferred from generation to gen- 
eration, through the accident of birth, property was often placed 
in the charge of incompetent persons. Important enterprises fell 
to the lot of individuals who had little knowledge of the efficient 
employment of capital. There was thus an element of instability 
and chance in the economic world, which the Saint-Simonians 
proposed to remove by giving some positive direction to events.”? 
Inheritance laws, they felt, could be revised so that the instruments 
of production would be given to the most capable members of 
society by the State, their proper heir. They wrote: 


19 Alexander Gray, The Soctalist Tradition, op. cit., p. 155. 
20 Ibid., p. 159. 3 
21 Doctrine de Saint-Simon Exposition. Premiére Année 1829 (Paris: 
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La loi de progression . .. tend a établir un ordre de_ 
choses dans lequel 1’Etat, et non plus la famille, heritera 
des richesses accumulées, en tant qu’elles forment ce que 
les economistes appellent le fonds de production.*® 


The Saint-Simonians also planned a banking system consisting 
of a central bank and banks of “ the second order.” The latter, 
located in the principal centers of the country, were to discover 
the needs of the locality, and according to those needs, give their 
advice as to the use of the productive power and capacity of the 
vicinity. The Central Bank was to exercise a general influence 
through its control of the flow of credit to various localities. 
Through this centralization, production was to be subject to a 
considerable amount of regulation.” 

In this way, the Saint-Simonians endeavored to achieve order 
in a chaotic world. Their ideas, more socialistic than those of 
their founder, were an expression of their independence of the 
traditions regarding private property. The right of property 
had been respected even during the upheavals of the French 
Revolution; that it should come to be questioned was something 
new in France. 

Charles Fourier, the next French writer who entered the ranks 
of socialism, built his theories on the principle of association, but 
on an associationism divorced from any kind of State control. 
Fourier’s constructive doctrines flowed from his criticism of 
society. In his critical moments, Fourier resembles Charles Hall, 
who had written bitterly of the effects of civilization. Civilized 
industry, writes Fourier, is proud of its material advances, and 
yet “its rapid advance is that of the crab, which moves, but moves 
backward.” 25 Excessive industrialism is not an advantage; it 
causes misfortune if it is not accompanied by real progress. 
Sheer increase in the number of a nation’s industries does not 
make for happiness; it may create the elements of happiness, but 
it does not insure happiness itself.”¢ 


28 Ibid., p. 248. 
24 Tbid., p. 273. 
25 Charles Fourier, Selections from the Works of Fourier, trans. Julia 

Franklin (London: Swan Sonnenschein and Co., 1901), p. 83. 
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Fourier, like Gray, was convinced that competitive society was 

wasteful. Because merchants were too numerous, they were 
forced to contend desperately for custom. Eventually they ruined 
themselves by expensive outlays designed to draw patrons away 
from their rivals.?’ 
, To combat the evils of competition, Fourier proposed his par- 
ticular type of association. In this new order, each one was to 
have joint ownership. The details of the phalanstery are too well 
known to repeat them at length here. From 1,500 to 1,600 persons 
of different degrees of fortune, age, character, and practical 
knowledge were to come together and settle on a suitable piece 
of land.?® This group, welded together by “ passional attraction,” 
was to be self sufficient. The economic success of the Phalanx 
was to be its responsibility, and its delight also, since work; among 
other things, was to become altogether delectable to man. 

Fourier also planned the establishment of communal counting 
houses to take care of the monetary needs of commerce and 
agriculture.2* These counting houses, corresponding to the ware- 
houses in the “Social System,” were to serve as storage houses 
and purchasing centers for the raw materials and machinery 
needed by the members of the Phalanx. 

Such was Fourier’s plan of cooperation. His communal villages, 
with proportional returns to labor, capital, and talent or manage- 
ment, were meant to bring harmony and happiness to society. The 
main difference between Fourier’s plan and Gray’s was that the 
former provided for small units, whereas the latter was meant 
to be a broad system of organization for all of the productive and 
distributive functions of the whole country. But the authors were 
at one on a Significant point: Fourier and Gray both seemed 
excessively optimistic, and their unbounded confidence made them 
overlook many of the glaring impracticalities in their schemes. 

The plan which most closely resembled Gray’s was Louis 


Blanc’s. His social workshops had several points in common. 


with the “ Social System,” and it would seem that both reformers 
were inspired by similar motives. Seeing the great misery in the 
27 Ibid., pp. 105-06. 


28 Ibid., p. 138. 
29 Tbid., p. 131. 
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His method of establishing his cooperative producers’ societie 
for such they were, was similar to Gray’s. Each of the industries _ 
was to form an association, administered by its professional 
members. These workshops, representing different professions, 
were to be grouped around one big industry. All of these units 
were to abide by the same law, which was to be agreed to by 
democratic procedure, since the national representatives of the 
association were to legislate for the body.*? 

Like Gray, Louis Blanc believed that each member of the 
social workshop should have the right to dispose of the fruit of 
his labor,®? yet he did not subscribe to the full application of that 
principle: namely, to the recognition of the right of labor to the 
whole produce. He chose rather to have another canon of distri- 
bution: “ PRODUIRA SELON SES FACULTES ET CON- 
SOMMERA SELON SES BESOINS.” * It was the rule, 
“From each according to his capacity, to each according to his 
need,” an impractical formula at best. 

In establishing his system, Louis Blanc was willing to have 
the State lend its assistance in the formation of the initial units; 
once that work was accomplished, its services could be dispensed 
with, because the system henceforward would take care of itself. 
After the first year, Louis Blanc wrote, the role of the State 
would be limited to that of guardianship and surveillance.** He, 
like Gray, believed that because of the many advantages accruing 
to the members of social workshops, laborers and capitalists of 
their own free will would gravitate towards them.* The final 
result of this system of production would be to replace the spirit 
of hostility by a spirit of cooperation and common interest.** A 
feeling of solidarity having thus been established, the difficulties 
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in the capital-labor field, which Blanc found so preponderant in 
1848, would disappear. 

This plan, with its cooperative principle, a kind of collectivism, 
reminds one of the “Social System,” especially in its voluntary 
aspect. Louis Blanc did not reproduce any of the specific regula- 
tory bodies which Gray proposed, but his main idea, a cooperative 
society having indirect control and voluntary subscription of 
capital and labor, was strikingly like Gray’s reform. 

The theories of P. J. Proudhon also resembled those of John 
Gray, but chiefly in regard to the monetary side of his reform. 
Proudhon devised a plan for the establishment of a Bank to facili- 
tate the exchange of products, thereby stabilizing the economic 
affairs of France. First, he said, let a hundred thousand manu- 
facturers, miners, merchants, etc., unite with each other in 
obedience to the summons of the government, and bind them- 
selves respectively to adhere to the statutes of the Bank of 
Exchange.** This Bank, actually the Bank of France, was to 
be a public institution controlled by the State and directed by 
delegates from all of the industries. Each subscriber was to have 
an account at the Bank for the discount of his commercial paper, 
and was moreover to bind himself to receive the Bank’s paper as 
payment. for all his debts; gold and silver coin in the transitional 
period would continue to be used,.but would soon cease to function 
in the currency system.*” 

Through the exclusive use of commercial paper, Proudhon 
hoped to abolish the privilege of gold. The Bank was meant to 
be a credit institution, effecting the exchange of products without 
the use of specie. Its place was to be taken by bank notes, repre- 
senting the obligation of the members of the Association and 
the products which they had pledged as security.** “John Gray 
had wanted to invent a paper currency which would be capable 
of both increase and decrease. Proudhon’s currency was designed 
on that same principle. Products exchange for products, he 
wrote, provided that the operations of commerce be centralized 


38 Pierre Joseph Proudhon, Proudhon’s Solution of the Social Problem 
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by a bank through which all bills of exchange, drafts, and sight- 
bills will be received. These obligations could easily be converted 
into bank paper of equivalent value, and this paper would be a 
pledge certifying the existence of products represented by these 
obligations.*® Proudhon felt that the advantages of this currency 
would be three in number: it would not depreciate; it would 
represent actual values; it would never be emitted in excess by 
the bank.*° It is interesting to note that John Gray claimed almost 
these same three advantages for his currency.*? 

However, the money of the “ Social System ” was unlike that of 
Proudhon’s Bank of Exchange on one essential point: Gray’s 
money was a labor note, whereas Proudhon’s did not represent 
dabor time. Moreover, his bank, as M. Rist has pointed out, was 
merely a cooperative credit bank, and the circulating notes he 
proposed to issue had nothing in common with the labor notes.*? 

Cooperation and association were the dominant characteristics 
of English and French socialism; these notes, however, were less 
evident in the writings of the founders of German socialism, 
Lassalle and Rodbertus. Their socialism, founded on the principle 
of state-control, was actually the first full-blown state socialism 
of the nineteenth century. 

One finds the spiritual Grundlage of this socialism in the 
philosophy of Fichte and Hegel. The theories of Lassalle ** and 
Rodbertus were merely the economic expression of that phil- 
osophy, and they became the connecting link between Hegelian 
philosophy and the National Socialism of our day. 

Lassalle, the first of these writers, stressed three ideas. He 
believed first that state control of economic life should be greatly 
increased. In opposing the principle of laissez-faire, he insisted 
that the role of the State should be more than that of a night 
watchman. “The Bourgeoisie,” he wrote, “conceive the moral 
object of the State to consist solely and exclusively in the protec- 
tion of the personal freedom and the property of the individ- 
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ual,” ** But, he continued, this “ policeman” idea of the State is 
too negative. It implies that in the absence of thieves and robbers 
the State would be superfluous, and that inference is clearly false 
in view of the true nature of the State.‘ 

Lassalle refused to accept the liberals’ “ policeman ” idea of the 
State; in his eyes the State has a most exalted role, since it is 
through the State that the individual realizes a fullness of develop- 
ment which he could never achieve alone. The object of the 
State, Lassalle insists emphatically, 


is precisely this, to place the individuals through this 
union in a position to attain to such objects, and reach 
such a stage of existence as they never could have 
reached as individuals; to make them capable of acquir- © 
ing an amount of education, power, and freedom, which 
would have been wholly unattainable by them as indi- 
viduals.‘ 


The working class in its helplessness looks to the State for 
support, realizing that without the State it would be unable to 
attain its development. 


But the working class, gentlemen, the lower classes 
of the community in general, through the helpless 
condition in which its members find themselves placed 
as individuals, have always acquired the deep instinct 
that this is and must be the duty of the State, to help 
the individual by means of the union of all to such a 
development as he would be incapable of attaining as an 
individual.*7 


This reference to the position of the working classes was related 
to Lassalle’s concept of das eherne Lohn-Gesetz, or the Iron Law 
of Wages, which is linked with his name. Because of the system 
of private enterprise, he argued, the wage earner lacks power, 
and in his weak position he is unable to demand the wages which 
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are his due. The average wage thus tends inevitably towards a 
subsistence level.*® 

But the State is the Alpha and Omega of society. Its life and 
destiny, moreover, transcend the life and destiny of its members. 
Since Lassalle subscribed to this corporate idea of the State, it 
was only logical that he should consider the State supreme in every 
capacity, not the least of which was its economic function. For 
that reason, he believed that the State should establish and support 
producers’ associations, so that it could provide the necessities of 
life for all of its members. It was to guide and control the pro- 
ductive processes of the nation.*® 

Rodbertus had similar ideas regarding the role of the State, 
but his argument, cast in different terms, placed the Iron Law of 
Wages in a central position, since he believed also that wages tend 
to sink to subsistence levels. Yet, while wages are being de- 
pressed, the sum total of wealth is increasing. It follows that 
the part of the national dividend devoted to wages must represent 
a diminishing share of the nation’s income. This brought Rod- 
bertus to the Law of the Diminishing Wage Share,*° in his opinion 
the cause of many economic ills. Since the productive classes 
receive a diminishing share in the distributive process, the more 
production increases, the less will they be able to consume. On 
the one hand purchasing power decreases; on the other, produc- 
tivity increases. As a result, the productive classes cannot buy 
the goods which they need. 

It was this view which led Rodbertus to question the law of 
markets. Products theoretically should exchange for products. 
According to the law, products automatically open a vent for 
themselves, thus constituting their own market. But, writes 

™ Rodbertus, Say’s “indubitable ” law does not work harmoniously 
because of three factors: 
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(1) the too unequal distribution of products among 
those who have contributed to their creation; (2) the 
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difficulties . . . which Nature interposes in the produc- 
tion of raw materials; (3) the inadequacy and defective- 
ness of the present system of trade, that is, of the agency 
which acts as a medium between production and con- 
sumption.® 


These three circumstances interfere with the operation of the 
law of markets. Because productivity and purchasing power do 
not keep in line, over-production and gluts occur. The unequal 
distribution of products followed from the Law of Diminishing 
Wage Share. The difficulty in wresting some products from the 
earth could be circumvented only in part. But the defective trade 
system could be repaired, and Rodbertus had several suggestions 
to offer. 

Production, according to his plans, was to be adapted to 
demand. It was moreover to be kept up to the standard of 
existing resources. Finally, there was to be a just distribution 
of produce among producers.*? The control and direction of this 
system was to be in the hands of the State; thus the system of 
natural liberty was to be replaced by a form of State socialism. 

Rodbertus also inveighed against the unearned increment, 
which he insisted should be abolished. As labor is the creator of 
value, the value of products will depend on the amount of time 
and effort spent in their production. Because of labor’s para- 
mount role, Rodbertus hoped also to inaugurate a new kind of 
labor currency, labor coupons, which the State would pay to the 
entrepreneur after it had estimated the value of the social product. 
The number of wage coupons issued would always correspond to 
the value of the quantity of products in the market. Workers, 
paid in these coupons, would be able to purchase with them the 
products they desired."* 

Several points in the theories of Lassalle and Rodbertus corres- 
pond to the theories of John Gray. All of these men are classed 
as State socialists, but the socialism of the former two can 
hardly be compared with the vague and ill-defined state control 


of the latter. Nor was Gray animated by the conviction that the 
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State was the supreme organism, greater than any of the indi- 
vidual members included within it. That idea belonged solely to 
the German writers; it is the distinct note and character of their 
theories. 

Perhaps the most striking agreement between these writers is 
seen in their conviction that production should be regulated in 
accordance with effective demand. Gray and Rodbertus realized 
that unless control and direction were exercised, market conditions 
would become chaotic. They saw, too, that unless purchasing 
power kept in line with production, gluts would occur. 

For the rest, there is little more which these writers have in 
common, except the use of the words, “rational system of 
exchange.” Rodbertus and Gray both embellished their reform 
by that title. Rodbertus could have taken the phrase from Gray; 
but it is more likely that it was a purely accidental choice on his 
part. ; 

This chapter, summarizing John Gray’s relation to the con- 
tinental socialists, cannot be ended without noting the relation 
between John Gray and Karl Marx. Marx would hardly be 
grateful for having that relationship pointed out, yet despite the 
opprobrium which he would undoubtedly pour forth upon so bold 
a procedure, one is forced to make the comparison. The Ricardian 
socialists are rightly called the pre-Marxians, since there is much 
in their doctrine which anticipated the theories of Marx. Their 
influence on Marx is a point well established by previous writers, 
although it is not so generally known that Marx was familiar with 
The Social System and the Lectures on the Nature and Use of 
Money. Marx was influenced by the Ricardians in his theories 
of labor value, surplus value, and exploitation, but he so com- 
pletely refined and reconstructed these concepts that it is not easy 
to discern the Ricardian influence. 

As far as Gray is concerned, his relation to Marx is found 
mainly in the Lecture on Human Happiness, although his other 
books also contain some of the ideas found in the Lecture, in a 
radical form. 

John Gray taught that labor was the creator of value, that 
competition forced wages down to the lowest possible level, and 
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that rent and interest were unjust payments, robbery, in fact, 
exacted from the returns due to labor. All of those concepts 
combined indict the system which keeps the laborer in a position 
of dependence. In them one can see the beginnings of Marxian 
economics. 

In some places this’ resemblance is even noted in a language 
relationship. Marx’s famous appeal to the workers of the world 
to unite, since they had nothing to lose but their chains, has a 
less dramatic counterpart in the Social System. There Gray, in 
rounding off his argument for reform, writes: 


. . . the day is fast approaching when the sun of 
truth shall shed his rays among those countless thousands, 
who endure their chains with patience now, because they 
know not whence they come, nor how they may be 
free ;—-and because, as all exist in bondage, each in his 
brother sees a fellow slave, and cries, Alas! it is the lot 
of man. But shew them freedom—give them but a 
sight of what they may become—tell them prosperity 
should be the lot of every man, and prove it truly 
said—they will no longer live in slavery, nor bear their 
chains at all.** 


In this case, even the Marxian analogy is anticipated with a few 
additional flourishes. 

It would seem, then, that Marx was not wholly original; he 
may not have been conscious of the influence which the early 
English socialists had had on his theories, but he was nonetheless 
in their debt. From Thompson, Gray, and especially from Bray, 
he drew some of his most potent ideas. In the interval between 
the publication of their books, and the publication of his own, 
Marx had considerably enlarged upon and modified those ideas. 
But even in their more scientific expression, one catches an echo 
of the Ricardians’ voice. In noting the relationship between 
Marx and Gray, Alexander Gray has written: 


. ., though he [John Gray] may not have completed 
the journey to the Finland Station, his place as an ex- 
ponent of Marxism at a time when Marx was still 
playing marbles, or should have been playing marbles, 
in the streets of Trier, is sufficiently remarkable. He 
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taught that property was but accumulated labour; he 
taught the doctrine of exploitation, indeed of robbery 
and of spoilation; he taught that the competition of the 
unemployed, (later to be enrolled as the Industrial 
Reserve Army) pressed down wages until they were 
merely sufficient to enable the workers to continue their 
race. If something more specifically Marxian_ in 
phraseology is required, let it be recalled that Gray 
explained | the poverty of the poor by the fact that 
there are “ persons who buy their labour from them at 
one price, and sell it at another.” °* 


In making this survey of Gray’s position in the socialist move- 
ment of the nineteenth century, we have been able to note his 
potential influence on other writers. The reverse of that process, 
namely, the influence of other socialists on Gray, remains to be 
discussed, 

There are three points which may be considered in this con- 
nection: (1) the writers whose work was published after 1831 
could have had no influence on either the Lecture on Human Hap- 
piness or The Social System. These were: Bray, Fourier, Blanc, 
Proudhon, Lassalle, Rodbertus, and Marx. 

(2) The writers whose publications preceded those of Gray may 
have had an influence on him, yet, since he omits any reference 
to them, it would seem that he was not acquainted with their 
books. His frank acknowledgment of his debt to Smith, Mill, 
McCulloch, and Colquhoun, makes one think that he would have 
been equally scrupulous if he had been influenced by Hall, 
Hodgskin, or Sismondi. Thompson also published his Inquiry 
into the Distribution of Wealth in the year prior to the appearance 
of the Lecture. Although it is impossible to say whether Gray 
wrote independently of him, it would seem that he did. Professor 
Foxwell’s explicit assertion of that possibility seems conclusive.” 
(3) In a few cases Gray roundly denies having been influenced by 
other men. In his “ Word of Advice to the Orbistonians,” © 
(reprinted in The Social System), he criticizes Owen’s plan of 


cooperation, and in the act of doing so shows that he had formu- 


56 Alexander Gray, The Socialist Tradition, op. ctt., pp. 295-296. 
57 Foxwell, op. ctt., p. liv. — 
58 John Gray, The Social System, op. cit., pp. 342-351. 
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lated his plans independently of the latter. Gray’s whole approach 
was too unlike Owen’s to allow one to suspect a slavish imitation. 
As Foxwell notes, Gray was “too revolutionary in his carly 
work, and too individualistic throughout for Owen.” * 

As for Saint-Simon, the influence from this source was wholly 
indirect. Gray emphatically declares that he was absolutely un- 
familiar with his works. This declaration was called forth by 
a review of The Social System. The reviewer, writing in The 
Westminster Review, April, 1832, had said that the opinions of 
‘ Saint-Simon were “ reproduced on this side of the Channel” by 
John Gray. In answer to that statement, Gray wrote later in 
the Efficient Remedy: 


To which I reply, that if they were reproduced, they 
have certainly not been copied, seeing that I never read 
one word of St. Simon’s writings in my life, until I met 
with them in that said awkward squad of the reviewer, 
already quoted; neither have I read one word of them 
since.*? 


Gray’s emphatic denial of any connection with Saint-Simon 
leaves little room for the supposition that Saint-Simon influenced 
him. Whatever resemblance appears to be present must be set 
down to accident rather than to direct influence. 

From this survey of the nineteenth-century socialist movement 
in England, France, and Germany, it seems safe to conclude that 
the similarities among the socialists in most cases can be accounted 
for in terms of indirect influences. The economic and social 
problems confronting these men were sufficiently alike to evoke 
similar solutions even at different periods. Thus the influence of 
John Gray on these other writers, and their influence on him, 
cannot be determined exactly nor accurately. It is more cer- 
tainly established, however, that Marx borrowed rather freely 
from the ideas of the Ricardian socialists. 


59 Foxwell, of. cit., p. xlix. 

80“ Review of The Social System,’ The Westminster Review, XVI (April, 
1832), p. 314. : 

61 John Gray, An Efficient Remedy for the Distress of Nattons, op. cit., 
p. 176. 


CHAPTER X 


APPRAISAL OF JOHN GRAY 


An appraisal of the import of John Gray’s work calls for the 
discussion of three questions: 


(1) What did his contemporaries think of him? 

(2) What did later writers think of him? 

(3) What effect did he have on shaping the course of the 
socialist movement? 


The answer to the first question is found mainly in reviews of 
The Social System and Lectures on the Nature and Use of 
Money. Reviewers of those books have much the same thing to 
say. They commend Gray’s courage and boldness in the expres- 
sion of his convictions. He is, records the Edinburgh Weekly 
Chronicle (Dec. 17, 1831) “. ..a bold and strong, though it 
may be on many points, an erroneous thinker.”? Again, 
. . his book exhibits much bold and original speculation.” * The 
Edinburgh Spectator, (Feb. 18, 1832) refers to The Social 
System as a book which “. . . bears the impression of original, 
as well as ingenious thinking.” * In similar vein, the Scots Times 
(Dec. 27, 1831), states that this same work is “. . . full of acute 
thinking and of clever and frequently vigourous writing.” © 

Although the reviewers conceded him these words of praise, 
they were also of the opinion that Gray’s thearies were erroneous 
and impractical. The Social System, writes the Edinburgh 
Advertiser, “is the dream of an ingenious but erratic mind.” ° 
The whole plan is Utopian—so much so that it can never be 


1 Unfortunately, there do not seem to be any reviews of the Lecture on 
Human Happiness. 

2 Reprinted in An Efficient Remedy, op. cit., p. 155. 

8 Ibid., p. 153. 

4Review of The Social System, Edinburgh Spectator, No. 1 (Feb. 18, 
1832), p. 21. 

5 Reprinted in An Efficient Remedy, p. 151. 

6 Reprinted in An Efficient Remedy, op. cit., p. 143. 
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carried into effect. This reviewer criticizes its impracticality on 
several points: (1) the difficulty in shifting labor from one field 
to another according to need, (2) the failure of a paper currency 
to be a universal medium of exchange in foreign trade, and (3) 
the unreality of supposing that all men would regard the interests 
of society before their own selfish ends.’ The reviewer concludes 
that The Social System describes a plan “. . . little better than 
those quack political constitutions which have sometimes been 
imposed, but never with good effect, upon a people who have 
been created, not nursed to freedom.” This is, indeed, the 
“dream” of an amiable and intelligent man, but one who has 
forgotten to reckon on the shortsightedness, indolence, and de- 
pravity of human nature. ‘‘ Where are the men ef comprehensive 
wisdom and exalted virtue who may be trusted with the manage- 
ment of Mr. Gray’s Chamber of Commerce?” ® the reviewer asks 
pertinently. 

Gray’s impracticality, especially in his monetary analysis was 
noted by two writers in The Westminster Review: the first in 1832, 
reviewing The Social System; the second in 1849, reviewing the 
Lectures on the Nature and Use of Money. The first takes Gray 
to task for his failure to see that depreciation is bound to occur 
when paper money or the medium of exchange exceeds a certain 
amount. An expanding paper currency will not keep prices 
from rising, for, says the reviewer: 


Any simpletons can make bits of paper legal tender, 
and declare that they are equal in public estimation to 
something else though they are passing for three-fourths 
of the value under their noses. But all the conjurors 
on the earth cannot prevent the rise of prices which 
will make the increased number of bits of paper buy 
only the same quantity in the market as the old.® 


The second reviewer also concentrates on the subject of depre- 
ciation. Mr. Gray’s proposed remedy, comments the writer, is 
based on the assumption that an abundant money supply can 

T Review of The Social System, Edinburgh S, pectator, op. cit., pp. 21-22, 

8 Ibid., p. 22. : 


®“ Review of The Social System,” The Westminster Review, op. cit., pp. 
314-15. 
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protect producers from the harmful consequences of a falling 
market. This is erroneous, for, although prices are affected more 
or less by the scarcity and abundance of money, they do not rise 
or fall in ratios corresponding exactly with the money supply.’® 
Even a money supply which should automatically expand and con- 
tract would not prevent the value of commodities from fluctuation, 
since those fluctuations depend on demand. It is a ‘“‘ metaphysical 
delusion ” to believe that fixity and absolute stability can be given 
to any symbol of value, be it either paper or gold.” 

In such terms the reviewers appraise Gray’s plans. Although in 
general they appreciated the courage of his position, they did not 
hold his theories in high repute because of their obvious flaws. 

The same judgment of Gray is expressed by other contem- 
poraries, although in some caseg it is coupled with a bit of undi- 
luted praise. John Stuart Mill, in a footnote in the second 
edition of his Principles, refers to Gray as the author of 
“ . , the most ingenious and least exceptionable plan of an incon- 
vertible currency which I have happened to meet with.”7?* He 
continues : 


This writer has seized several of the leading doctrines 
of political economy with no ordinary grasp, and among 
others, the important one, that commodities are the-real 
market for commodities, and that Production is essen- 
tially the cause and measure of Demand." = 


Mill, however, does not agree with Gray; the book, he adds, is 
pervaded by a trarisparent fallacy, though he does not himself 
devote any time to its refutation or exposition. - 
The only other opinion of note is that of Karl Marx. Marx, 
as has been noted, was familiar with both The Soctal System and - 
the Lectures on the Nature and Use of Money, and in his 
Critique of Political Economy he devoted several pages to a 
discussion of Gray’s monetary reforms as outlined in his books. 


10“ Review of Lectures on the Nature and Use of Money by John Gray,” 
The Westminster and Foreign Quarterly Review, L’ (1849), p. 604. bi 

11 [bid. < 

12 John S. Mill, Principles of Political Economy ed. Sir. W. J. Ashley; — — 
(London: Longmans, Green and Co., 1936), p. 549. 

* Ibid. The note appeared in each succeeding edition until! the fifth. 
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Although he states that Gray was the first writer systematically to 
develop the theory of labor time as immediate money, he holds 
that the essential ideas behind the reforms were erroneous.** 
Marx saw that Gray was trying to achieve a bourgeois reform 
without being fully socialistic, that, despite his protests to the 
contrary, Gray was forced to “. . . renounce one bourgeois 
condition after another.” The national bank, national! capital, 
and national property, all give evidence of the fact that Gray was 
actually embracing socialism while trying to maintain his status 
as a conservative bourgeois. His attempt to straddle the issue was 
not hidden from Marx, who wrote: “In his last work, Lectures 
on Money, in which Gray tries to represent his labour money as 
a purely bourgeois reform, he entangles himself in still more 
blatant nonsense.” 1° 

Marx has other things to say about Gray; for instance, that 
his erroneous idea of commodities has falsified his whole system 
of labor money, national banks, and commodity warehouses: 


The dogma that a commodity is immediately money, 
or that the particular labour of the private individual 
contained in it is immediately social labour, naturally 
does not become true by believing in it and operating 
according to it. Bankruptcy would in such a case most 
likely take the place of practical criticism.1° 


Marx’s words, which incidentally may have come to the notice of 
Gray, are rigorous, yet his criticism is not the less true for the 
particular vigor with which it was expressed. Marx had clearly 
perceived the dual nature of Gray’s position, and he saw the 
highly theoretical character of the latter’s reform.?” 


14 Marx; op. cit., p. 172. 

18 [bid., p. 174. 

16 Ibid. 

17 Marx used his reference to Gray to bolster his case against Proudhon. 
Gray might be wrong, but at least he was original. Proudhan, in Marx’s 
eyes, did not even have originality to recommend him; his plan Marx be- 
lieved a poor copy of Gray’s; in the Marxian phrase: “The good John 
[Gray] had no inkling that sixteen years after the appearance of The Social 
System a patent for the same discovery would be taken out by the inventive 
Proudhon.” (The Poverty of Philosophy, op. cit., p. 172.) In justice to 
Proudhon, it may be said that M. Rist claims that his monetary plan was 


Appraisal of John Gray 137 


It is a truism to say that a man’s contemporaries are not good 
judges of his abilities, since they lack proper perspective in esti- 
mating his worth. Therefore, it often happens that the judgments 
of later writers are more sound and trustworthy. In the case of 
John Gray, the opinions of his contemporaries must be supple- 
mented by the views of later writers if one is to possess an ade- 
quate appreciation of his position. But here one is confronted 
with a new difficulty. Because Gray retired into comparative 
oblivion from 1850, until his death in 1883, he was apparently 
forgotten. Only after the appearance of Professor Foxwell’s 
essay written as the Introduction to the English edition of Men- 
ger’s Right to the Whole Produce of Labour, did he and the other 
Ricardian socialists come into their own. Since Foxwell has 
written brilliantly of the early English socialists, the writers 
coming after him were content to reiterate all that he said, and 
consequently did not ‘contribute anything new in the line of criti- 
cism. They are hardly to be blamed; the essay is a classic in the 
realm of letters as well as in economics. But this reticence has 
nevertheless considerably limited the number of original criti- 
cisms of Gray. In this chapter, all of the references to Gray 
which merely repeat the appraisal given in the Introduction have 
been omitted. Only those which add something significant have 
been included. 

The Lecture on Human Happiness, Foxwell writes, . is 
perhaps the most striking and effective socialist manifesto of the 
time.” 28 “ There is,” he adds a little later, “a certain continuity 
and individuality about all Gray’s work; it has a character of its 
own.” ?® Even Foxwell finds it hard to understand how Gray 
could have abandoned his early socialist position for the more 
commercial plans of his later years. There was a cértain fresh- 
ness and genius in his socialism, whereas his monetary reform 
was “almost as wild and impracticable as Owen’s Labour Ex- 
change.” 7° In Foxwell’s estimation Gray is significant solely as 


“ 


not a labor-money plan at all; M- Rist thus sees it as something different 
from what Marx observed. (Gide and Rist, A History of Economic 
Doctrines, op. cit., p. 316.) 

18 Foxwell, op. cit., p. xlviii. 

19 Tbid., p. 1. 

20], bid. ‘ f 
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the author of the Lecture on Human Happiness. It is that tract, 
“. . . a solitary flash of lightning from an otherwise peaceful 
sky,” ** which has given him a place in the history of socialism. 
His fame rests on it and not on his other books. Foxwell con- 
cludes by way of final eulogy: 


I think Gray must be regarded as the pioneer of 
modern militant, aggressive socialism; his little tract 
must be preferred, in’ point of originality, terseness, 
and effect, to the elaborate and methodical treatise of 
Thompson, more notable in many other respects. Gray’s 
convictions were less solid and matured than Thompson’s, 
and they seem, as so often happens, to have been 
considerably modified by his success in life, or else by 
larger experience. But so far as this early writing is 
concerned, Gray left little for Marx to add, except in 
the way of incitement to the use of force.?? 


A group of several other writers appraise Gray in terms of his 
anticipation of Marx. His Lecture on Human Happiness, writes 
Professor Alexander Gray, “. . . provides in many ways a 
somewhat remarkable anticipation of certain of the cornerstones 
of the Marxian edifice.” 2* Hugh Beales and Robert Murray also 
credit Gray with being a forerunner of Marx.* 

The Lecture is particularly interesting to Gray’s critics, as it 
exemplifies the prevailing tendency of social criticism at that 
time. It is also noteworthy in its opposition to the capitalistic 
system.?° 

Not only did Gray introduce a new train of thought by his 
Opposition to capitalism, but he and the other Ricardian socialists 
created another innovation by emphasizing distribution as related 
to social welfare. They felt that the classical economists had erred 
in confining their attention to production and in the impersonal 
treatment which they accorded distribution, which to them was 
merely an abstract analysis of another phase of poltical economy. 

21 [bid. 

22 Ibid., pp. liv-lv. 

283 Alexander Gray, The Soctalist Tradition, op. cit., p. 289. 

24Hugh L. Beales, The Early English Soctalists (London: Hamish 


Hamilton Publisher, 1933), p. 83; Murray, op. cit., I; p. 120. 
25 Beales, op. cit., p. 79. , - 
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The early English socialists, writes Charles Fay, were angered by 
the paradox*of “ poverty in the midst of plenty,” and “they de- 
nounced in scathing terms the pessimisms of the Ricardian econo- 
mists, who threw their rigid laws of wages, population, and 
diminishing returns, like a wet blanket, over the passionate 
demands of the workers for a better state of things.” ?¢ Gray 
and the other Ricardian socialists would have the economists view 
distribution with a more humane attitude; for them it was not 
merely a topic for intellectual perusal with no practical significance. 

Two other writers mention Gray’s original position. Max Beer 
characterizes him as being “in his way, a lucid thinker and 
vigorous writer.” 7" And Mr. Hearnshaw gives Gray his due as 
a pioneer of State socialism, while realizing that because he was a 
pioneer, he was subject to the errors of those who cut a new path 
through the wilderness. Gray realized that the economic world 
needed the strong hand of a powerful executive to restore it to 
order. But, continues Hearnshaw, he did more than advocate 
collectivism: 


He tried to penetrate to the root causes of the disorders 
of his time, and, being inadequately equipped for the 
task, he arrived at some strange conclusions, ultimately 
losing himself in the insane morasses of currency cranki- 
ness. On his way, however, to this limbo of lunacy... 
he delivered himself of a system more decidedly social- 
istic than that of his contemporaries.”® 


Hearnshaw’s comments are less complimentary than any noted 
thus far. It would seem, however, that it was the impracticality 
of Gray’s plans which led critics to deal harshly with him on 
occasion. 

Eric Roll, while finding that Gray’s plans were better than 
those of Proudhon, and that, in particular, the former’s plan for 
a national Bank was superior because of “ its consistent applica- 
tion of the labor theory of value,” ?° noted that Gray never clearly 


26 Charles Fay, Life'and Labour in the Nineteenth Century, p. 73. (Cam- 
bridge University Press, England). Used by permission of The Macmillan 
Company, publishers, U. S. 

27 Beer, A History of British Socialism, op. cit., 1, p. 216. 

88 Hearnshaw, op. cit., p. 184. 

29 Roll, op. cit., p. 267. 
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analyzed the role of money in a capitalistic economy, nor broad- 
ened his thinking beyond the process of exchange.*° 

One last writer, Miss Esther Lowenthal, who has made a 
particularly penetrating study of the Ricardian socialists as a 
group, claims that Gray’s chief significance lies in “ the early and 
vigorous plea for social change contained in the Lecture on 
Human Happiness.” She sees in his socialism a combination 
of an economic and a political argument. The former is comprised 
in the labor theory of value, and the right to the whole produce. 
The latter is comprehended in his argument for a planned rather 
than a spontaneous social development. These two’ arguments 
constitute Gray’s case for socialism ; although he tried to renounce 
his socialist connections, | he remained more of a socialist than he 
knew.” *? 

From these opinions it seems that later writers, as well as con- 
temporaries, consider John Gray an original thinker, although 
unlike early critics they accord him his due as a pioneer of social 
reform. At the same time, they are forced to conclude that his 
plans were extreme; they were, in many ways, visionary, and 
would have failed utterly had they been tried. When compared 
with the views of Gray’s contemporaries, later opinions on the 
whole seem more enthusiastic, although they express the same 
conclusion: Gray was not a scientific economist, nor were his plans 
practical. 

Despite Gray’s promise to change the whole currency system, 
that system remained quite as it was before Gray appeared on 
the scene. Nor were there any immediate social changes in 
England which came as direct results of his agitation. None of 
the Ricardian socialists realized that they could claim credit for 
any change which had come about through their efforts. This 
lack of recognized success must have been hard for them to accept, 
especially in this world where the worth of anything is calculated 
in terms of its material achievement. The fruits of effort are 
particularly gratifying to those who see their success. But the 
Ricardian ‘socialists missed this gratification, since visible results 

80 Ibid., pp. 267-268. 


81 Lowenthal, op. cit., p. 60. 
82 Ibid. 7 
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brought no credit to them. Why were they overlooked? There 
seem to have been several reasons for this neglect. 

In the first place, a change in certain economic conditions modi- 
fied some of the evils which socialism proposed to alleviate. The 
money shortage, so acute after the Napoleonic Wars, while 
extending through the ’thirties and ’forties, was greatly relieved 
by the influx of new gold following the American discovery of 
1848. This influx was hailed as “ The Currency Extension Act of 
Nature,” ®* and with it came an increased American demand for 
manufactured goods, to be met by exports from Britain. The 
resulting increase of manufactures in the fifties raised the level 
of wages and the standard of living, and poverty, one of the 
most patent evils of the early part of the century, diminished. 
England, in the 1860’s, knew prosperity; she began to grow a bit 
complacent. Revenues were pouring in, the credit of the country 
was good, abundant capital was seeking investment; England, it 
seemed, was to become the “ workshop of the world.” ** 

Moreover, industrial reform had begun, and some of the worst 
conditions in factories and workshops had been remedied. There 
was still a long way to go, but an encouraging start had been 
made. Through legal action, the workers had found their wrongs 
redressed. The advertisement of factory horrors in the 1840's, 
writes Fay, 

awakened in Victorian England a new sense of respon- 
sibility. Individualism, it was realised, had resulted in 
the enslavement of the weak. Slowly and painfully came 


the conviction that the State must intervene to save the 
health and vitality of the nation.* 


‘This conviction led to the enactment of social legislation, including 
the Factory Act (1833), the mining law for the protection of child 
and female labor (1842), the Ten Hour day (1847), the repeal 
of the Corresponding Acts (1846).5° Part of the credit for 
Britain’s awakening during this period is probably due to the 
Chartist movement, despite its ultimate failure.®” 


33 Redford, op. cit., p. 202. 
34 Ibid., p. 205. 
85 Fay, op. cit., p. 125. 
36 Beer, A History of British Socialism, op. cit., Il, pp. 190-191. — 
387 Ibid. 
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In that failure is found another reason for what Fay calls “ the 
blank” in English Socialism between 1850 and 1880. In his 
words: “ The almost complete failure of the revolutionary move- 
ment in Europe (1848-51) and the absolute failure of Chartism 
in England brought disappointment and disillusionment. Revolu- 
tionary politics lost their attractiveness.” ** 

Chartism had been a political movement. The workers now 
placed their hope in the economic movement of Trade Unionism, 
more powerful than socialism in that it gave them something more 
definite to hope for than a millennium. The Trade Union move- 
ment, as Villiers notes in this connection, concentrated on things 
~mmediately possible, and the dreams of Utopias were soon for- 
gotten.*® Unionism, moreover, was a movement in keeping with 
the trend of the times. Labor had begun to realize that by con- 
certed action it could make its demands more effective. Because 
workers, as workers, have much in common prior to any formal 
bond of-union, it is easier to unite them on the basis of unionism 
than on that of socialism. Socialism was thus absorbed by the 
more powerful force of Trade Unionism. With the forces of 
social reform so divided in England, it was impossible for all of 
the movements to maintain a sizeable following. Socialism simply 
failed to attract sufficient numbers to continue in the running. Its 
appeal was not strong enough to inspire the masses to action. If 
it had been more concrete in its proposals, it might have succeeded 
in interesting more men, for as Sir Leslie Stephen writes: 


New creeds spread when they satisfy the instincts or 
the passions roused to activity by other causes. The 
system has to be so far true as to be credible at the 
time; but its vitality depends upon its congeniality as a 
whole to the aspirations of the mass of mankind.*° 


Because early English socialism was speculative and intellectual, 
rather than practical and emotional, it failed to attract the working 
man for whose advantage it was designed. 


ee . 
88 Fay, op. cit., p. 245. 
89 Villiers, op. cit., pp. 64-65. : 
40 Sir Leslie Stephen, The English Utilitarians (New York : G. P. Puts 
nam’s Sons, 1900), I, p. 6. = 
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There were still other reasons which account for the fact that 
the socialists lost their status. When Professor Foxwell asks why 
their revolutionary and far-reaching ideas were ignored by the 
English economists, he answers that they might have been taken 
up by Malthus and Sismondi, if those two writers had been more 
inclined to found their own school of thought. Both were content, 
however, to accept the tenets of the still-orthodox school on the 
fundamental economic issues. Ricardo’s influence was powerful, 
and after the appearance of his Principles, “ economists were 
largely given over to sterile logomachy and academic hair-split- 
ting.” ** Having no time for revolutionary ideas, the economists 
ignored the socialist school completely. This adherence to the 
doctrines of the classical economic school blocked the adoption of 
less authoritative theories. Moreover, at the turn of mid-century, 
with the publication of John Stuart Mill’s Principles, this devotion 
to the classical school was rejuvenated. The dominant mode of 
thought became still more fixed; English economists for a whole 
generation thereafter “ were men of one book.” For that reason, 
“half a century elapsed before the ideas of the originators of 
modern socialism were appreciated, or even recognized, by the 
official representatives of social philosophy in the country of their 
birth.” 4? It is interesting, as Foxwell suggests, to speculate on 
what might have happened had the economists criticized and 
refined the theories of the socialists; in view of the fact that they 
did not, such speculation is vain. 

One last reason my be given to explain the socialists’ lack of 
success; it lies in certain personal factors. If socialism could 
take pride in the success of any one of its members, that member 
was Robert Owen. Owen, the practical business man, accom- 
plished concrete reforms and achieved great things in the eyes of 
the world. Not all of his plans succeeded, but he could claim 
credit for inaugurating factory reforms and for introducing the 
idea of cooperative associations. The measure of practical success 
which was accorded him was notable when compared. 
evident failure of other socialists. Besides, these wa 


and a shoWiriess about Owen and his works. 
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41 Foxwell, op. cit., p. Init. 
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to have crowned heads solicit one’s advice, nor to have important 
government officials seek one’s counsel. Owen enjoyed those 
satisfactions, together with the popularity and acclaim which he 
received as,a captain of industry and a benevolent humanitarian. 
His success thus overshadowed the rather feeble efforts of the 
pure theorists: 


It was New Lanark which caught the public eye and 
ear; it was New Harmony and the Labour Exchange that 
gave concrete expression . . . to the aspirations labelled 
Socialism, and brought the vision within grasp; it was the 
flood of Owen talk that set everyone agog looking for 
the millennium, and once for all made the idea of salva- 
tion by material means real and familiar.*® 


This attitude concerning Owen was widespread during the first 
quarter of the century. Later, when Owen’s prestige began to 
decline because of the evident failure of some of his ventures, and 
because of his radical views on marriage, socialism as a whole 
suffered. Owen’s success was very much his own; but Owen’s 
failure tended to discredit the whole movement. Such is the way 
of the world, and it is another reason for the lack of interest and 
support which confronted the socialist movernent in the second 
quarter of the nineteenth century. 

If the sun of socialism, to put the matter figuratively, began to 
set in the ’forties, it began to rise in the ‘fifties and ’sixties. 

“When it rose, transformed into a Marxian socialism, the Ricardian 

socialists were in the shadows. Marx, by pretending to adhere to 
a more “ scientific” method, and by showing only contempt for 
the Utopian socialism of the earlier period, contributed to the 
final demise of the reputation of the pioneer English socialists. 
As the dominant authority in the socialist movement, he managed 
to hold the field alone, and socialism became pure Marxism. If 
the early socialists had achieved anything, it was overlooked after 
the coming of Marx. ; 

There were two final factors in the waning of early English 
socialism. Some of the socialists had died and had not been 
replaced by ardent disciples who would have continued their work. 


43 Murray, op. cit., I, p. 136. 
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Others simply changed their views on the subject of social reform. 
John Gray himself abandoned his early socialistic tendencies, and 
apparently ended his days as a conservative and successful business 
man. His economic success in life probably accounts for this 
change of heart. But whatever the reason, this much is certain: 
the socialist movement lost one of its most ardent supporters when 
Gray left its ranks. Loss of leadership, then, together with the 
personal factors found in the careers of Owen and Marx, accounts 
for the disappearance of Ricardian socialism. 

Despite this apparent failure, the early English socialists did 
accomplish an important work. Their position, as Miss Lowenthal 
points out, is significant, since they are placed midway between 
French idealism and scientific socialism. Their theories synthesize 
these two elements. A Utopian spirit pervaded their work, but at 
the same time painstaking economic analysis became the basis for 
reform. In them the ideal and the practical, the Utopian and the 
scientific met.‘ The Ricardian socialists thus contributed to the 
development of social theory. 

The work of the English socialists had an indirect influence on 
the reforms which were adopted in England during the Victorian 
era. The agitation of the early socialists sharpened the con- 
science of governments and gave a popular backing to the move- 
ments for Parliamentary reform.*® Their plans may have been 
premature and crude, yet, as Beales notes, when taken in relation 
to the age which produced them they appear more remarkable. 
These socialists analyzed well the new forces at work in the society 
of their day, and made a “ convincing diagnosis of the causes 
of confusion.” *° 

This same point is remarked by Alfred Marshall in his dis- 
cussion of the socialists. Because their work was not exclusively 
scientific, it failed to attract the attention of the economists. But, 
says Marshall, 


. .”. the socialists were men who had felt intensely, and 
who knew something about the hidden springs of human 


4 Lowenthal, op. cit., p. 5. 
45 Beales, op. ctt., p. 10. 
46 [bid., p. 12. 
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action of which the economists took no account. Buried 
among their wild rhapsodies are shrewd observations and 
pregnant suggestions from which the economists and 
philosophers had much to learn.*? 


The influence of the early socialists was indirect. It was also 
intangible, since it is difficult to calculate the influence of theorists 
on the formation and development of a nation’s attitudes. Even 
though such an influence may not be measured exactly, its effects 
can be perceived. In the changing attitudes of nineteenth-century 
England, one can discern the influence of the Ricardian socialists, 
especially in the humanitarian developments which marked the 
beginnings of welfare economics. 


47 Alfred Marshall, Principles of Economics (8th ed.; London: Macmillan 
and Co., Ltd., 1930), p. 763. Used by permission of The Macmillan Com- 
pany. 


CHAPTER XI 


SUMMARY AND CONCLUSIONS 


This review of the economic doctrines of John Gray has dis- 
cussed the obvious weak and strong points in his theories. In 
summarizing the former, we find: 

First, that Gray’s analysis was unscientific and even superficial. 
His works lacked finesse and penetration. Moreover, his “ half- 
reading ”’ of the economists made him feel competent and blinded 
him to his own deficiencies, especially in the field of monetary 
reform. 

Second, that Gray’s analysis was erroneous on several points: 
(a) His labor theory of value was based on the false idea that 
labor alone is the source of value. (b) He assumed that labor 
was extremely mobile. (c) He regarded human nature as extra- 
ordinarily unselfish, cooperative, and submissive. (d) He believed 
that it would be possible to have a planned economy function in an 
unplanned international world. In this he failed to see that be- 
cause of the close economic connections between nations, great 
difficulties are bound to arise when the economy in one country is 
free, and in another is controlled. Recent experience has demon- 
strated the need for a similarity of economic structure among 
trading nations. 

Third, that Gray’s analysis lacked consistency. This deficiency 
is particularly noticeable in the dual character of the socialism 
which he advocated. He stood neither for-a rigorous state social- 
ism, nor for a voluntary cooperativism. His failure to identify 
himself with one camp or the other shows either that he comprom- 
ised or that he was undecided. He may have vacillated because 
he desired to subject enterprise to control, while at the same time 
he wished to maintain a fundamentally capitalistic economy. Or 
perhaps the issue was not sufficiently clear to him to allow a choice. 

Gray also lacked consistency in his treatment of private 
property, rent, and interest. In.his later publications he admitted 
~ the necessity of these institutions, and even justified the titles of 
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rent and interest. But in A Lecture on Human Happiness, he so 
wavered between an attitude of condemnation and one of tolera- 
tion, that it is impossible to state plainly the substance of his 
teaching on these subjects. 

Fourth, that the economic system which he proposed was too 
static. It took away some of the basic incentives to industry, and 
replaced them only by a vague notion of social security. If the 
“Social System” had been established by some gratuitous turn 
of fortune, its members would have found themselves in a listless, 
monotonous sort of world which knew little of foie de vivre. 
Many, no doubt, would have asked whether the final result was 
worth the sacrifice of liberty and initiative. 

Fifth, that Gray’s plans were patently impractical. At every 
turn he was forced to ignore difficulties, great and small, which 
would have meant failure to his system. His optimism supplied 
him with sufficient confidence, but anyone else could have seen 
that only a series of economic miracles could have made the 
“Social System ” a successful experiment. 

As for the strong points : 

First, Gray was a pioneer in his criticism of the evils of the 
new industrial society, and in his insistence that political economy 
should be concerned with human welfare. 

Second, he was remarkable in his break with the loissez-faire 
school of economics. When he published 4 Lecture on Human 
Happiness and The Social System, that group was still the domi- 
nant school in England, yet he rejected many of its tenets. Re- 
fusing to accept its teaching on the harmony of interests in a 
spontaneously ordered economic world, he proposed instead a 
regulated and planned economy. Moreover, he advocated govern- 
ment control of economic life and a form of state socialism much 
earlier, though less elaborate and scientific, than the French or 
German version of that same idea. 

Third, he questioned Malthus’ “ Iron Law of Population,” and 
showed that the population problem was rather a question of 
insufficient wages than of insufficient food supply. He also 
challenged the statement that rent did not enter into price, thereby 
taking a step forward toward a complete cost-of-production theory. 

Fourth, in several ways he anticipated Marx, and should there- 
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fore be recognized as one of the latter’s predecessors. This may 
seem an unfavorable reflection upon Gray, but the comparison is 
justly made on the score of originality. 

This summary made, one further question remains, namely: 
What is John Gray’s significance in the history of economic 
thought? Or, in other words, what place does he have in the long 
line of economists who have analyzed the economic world? In 
answering this question there are three things to note. 

First, Gray is significant because of his contribution to the 
development of the law of markets. When J. B. Say introduced 
the law, he overlooked the influence of money on its operation. 
Later, when Ricardo and Malthus battled over it, they included 
the monetary aspect, but they arrived at different conclusions. 
Ricardo saw that products would exchange for products if they 
were adapted to demand, and he trusted to natural forces within 
the market to secure that adaptation. Malthus, on the other hand, 
insisted that products would not exchange for products if they 
fell in value relative to the supply of money. But since they 
did fall in value, he concluded that gluts would occur frequently 
if there was not a large body of unproductive consumers ready to 
relieve the pressure of an over-stocked market. Gray failed to 
accept either if these views, and in rejecting them arrived at a 
third solution which closed the gap between the two opinions. 

The operation of the law of markets in the Ricardian analysis 
depended on a formidable “if,” i.e., products will exchange for 
products if they are adapted to demand; and Gray proposed to 
replace the hazardous element in that “if” by regulation. Rather 
than let producers go on in their independent way, seeking their 
own interests, yet ultimately achieving the best interest of society, 
Gray proposed to direct production by a planning board. He 
thus added a new qualification to the law of markets, asserting 
that the law would not work in a laissez-faire world. To Ricardo, 
Mill, McCulloch, and Say, the law of markets was merely another 
side of the picture of economic liberalism. The automatic adapta- 
tion of supply and demand and the law of self-interest would 
insure the working of the law. To Gray, those very conditions 
would interfere with its functioning ; it could not operate in a 
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liberal society, and in making that assertion he contributed a new 
idea : the law could operate only in a planned economy. 

Second, he amended Malthus’ view by showing that products 
would not fall in value, if the supply of money increased propor- 
tionately with the supply of products. He thus proposed a mone- 
tary plan which would keep the flow of goods and money equal. 
In so doing, he disposed of the services of unproductive con- 
sumers, whom he plainly called parasites. 

Third, by arguing for these two qualifications, regulation and 
an abundant money supply, Gray cast new light on the law of 
markets. That law needed those qualifications if it were to have 
any validity at all, though neither Ricardo nor Malthus had per- 
ceived that fact. The question here is not whether regulation is 
in itself right or wrong, but rather, whether Gray was justified in 
adding those conditions to thé law. If that law is to hold, the 
answer seems to be affirmative, for as Gray never tired of repeat- ° 
ing, -when men move into a complex society, the multitude of 
wills needs direction, which in the economic world means planning 
and regulation. Moreover, if products are to exchange for pro- 
ducts there must be sufficient purchasing power in the hands of the 
consumers. Only by insuring an unfailing purchasing power 
through an adequate supply of money can the exchange of pro- 
ducts be rapid. Gray’s means to his end may have been unscientific 
and impractical, but at least he did have the vision of a desirable 
end. 

Thus, John Gray developed the concept of the law of markets. 
If then, he deserves a place in the history of economic thought, 
it is for his contribution on this point. 

He should be remembered not for his achievements, but for 
the things which he represented. What he achieved in the field 
of economic theory is little enough when compared with the 
brilliant analyses of the nineteenth century economists. .What he 
represented has importance and significance. Gray stood for a 
welfare concept of economics in a decade which was barely begin- 
ning to be humanitarian in its sympathies. He emphasized the 
social side of distribution at a time when the economists took- 
little heed of anything but its economic side. He strenuously 
advocated a planned control of economic life when that idea was 
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both unfamiliar and unacceptable. That control, he maintained, 
was a necessary condition for the operation of the law of markets, 
and to him an economic system founded on the principle embodied 
in the law of markets was the best means of securing prosperity 
for all. Because of his courageous stand for reforms which he 
believed would uproot the inherent evils in the economic system 
of his day, he was certainly a pioneer. Perhaps he had no direct 
influence on contemporary thought or events; at least he envis- 
ioned, however dimly, the social reforms of a later day. 
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